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2903 Mr. Ewer, ex. 


THE CHAIRMAN: Yes, Mr. Brazier. 

MR. BRAZIER: Mr. Chairman, before we proceed with 
the witness, I would like to say that I have received a 
coo, Of Mr. Anscomb's 1949 budget speech which was filed 
as exhibit 35 yesterday, and also the 1948 report of the 
Department of Trade and Industry of the province of British 
Columbia, which was filed yesterday as exhibit 36. 

THE CHAIRMAN: Yes, Mr. Covert? 

MR. COVERT: Mr. Chairman, we were dealing with 
the British Columbia Fruit Growers Association, and I think 
we adjourned just at the time I was asking a few questions 
of Mr. Ewer. H. B. EWER ~- Recalled ,Examined by Mr.Covert 

MR. COVERT: Q. Mr. Ewer, I think you would be 
of the opinion that all of the three main apple markets 
should be treated on the same basis, as far as freight 
rates are concerned. Is that your position? And when I 
refer to the"three", I refer to the Annapolis Valley. 
pur tnat Tirst, for Mr. Sinclair's benefit; and the 
Okanagan Valley, and the Niagara Peninsula? 

AY It would seem to follow that some similarity of 
treatment was to be expected. 

Q. Yes; and would you take the position that each 
part of Canada must suffer from its economic and geographic 
disadvantages; and, likewise, if they had any advantages, 
they are entitled to those, and that in neither case the 
freight rates should affect them or increase those disad- 
vantages? 

A. If they were left in their own individual position, 
both ways, I do not think any district could have much 


complaint. 
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Q. Now, at page 4 of your brief you set out certain 
Paces over a period of years. I think I understood you to 
say that there had been special rates put in, perhaps, 
between the years 1915 and 1948: that there were rates 
‘ applicable, perhaps to apples; and there were rates 
negotiated between the shippers and the railways which were 
below those rates which are listed there; or perhaps, 
it was between 1922 and 1948? 

A. in the depression 30's, the carriers conceded the 
Okanagan valley certain assistance in the matter of freight 
rates on traffic in western Canada. 

Q. Do you know if that was generally so in the three 
regions? 

A. £ do not know, but I would assume not, because the 
other two regions are Slightly differently situated with 
Peeara to reaching their markets. 

Q. How was that rate effected? Was it just negotiated 
between the railways and the producers? 

As Youmean: how elise? 

Q. Pardon? Alternatively, how else? I wonder 2f 
you meant it was by application to the Board? 

Dreanoe ROU bo the Board, 

Q. Then it was done how? 

A. By direct representations by representatives of 
the growers to the carriers. 

Q. Have you those comparativs rates so that we 
could complete this table which is on page 4? 

A. The reason they are not in the table is: there were 
temporary emergency rates made effective from season to 


season as necessity arose; and, as you perhaps know, 
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2905 Mr. Ewer 


Peeech Aaztime Prices and Trade Board in subsequent years. 
Briefly, it was a 10 per cent reduction of the normal 
charge with a maximum of 13 cents. 

Gown SEC sy Now sid dt<just apply to rapples? 

A. Just to apples and pears, the apple and pear phase 
of the fruit industry being the basic, or backbone commodities 
involved. 

Q. Now, at the bottom of page 4 you use the phrase: 


",... these products have borne and still bear a disproportion- 


ate share of the national transportation bill...." 

I realize that you were questioned on that yesterday 
but there remains one point I would like to make clear, 
"disproportionate share"; are you comparing it to any 
particular commodity? 

A. No. Generally speaking, in the over-all picture, 
as I think it was develoved in the examination yesterday, 
we feel that these commodities are, perhaps, rated a little 
higher than comparable commodities, or even commodities which 
are not comparable. 

Q. I wonder if it would not show that was so if you 
showed the percentage of the market value of the product and 
the rate that you pay? 

A. No, Z:do not think so. With all due respect to that 
suggestion, market values are subject to a number of factors 
to which the rate structure is not subject. Therefore, to 
take a percentage of our value, the percentage relationship 
of the freight rate to the value might not reflect the 
position. 

Q. What I was wondering was, for instance, a lot of 
briefs are submitted which show the freight as a percentage 


of the market price. And they say here: We pay 25 of the 
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market price BG TrerenGe- NOW at "one Trust 
industry paid a percentage like that, or higher, I think 
that, perhaps, would show that it was a disproportion. Is 
that what youmean by disproportion, or is there some other 
method you have of calculating it? 

A. No. I thinkit has to be limited, as we endeavored 
to develop in the brief. At the moment, I have not the 
figures before me which would enable me to enlarge on that 
expression. 

Q@. Perhaps you would like to file them with the 
Commission, if that is the way you figure disproportion? 

A. We will endeavor to support disproportion. 

Q. iI think it is in the same paragraph that you say 
that freight rates are excessive when measured by rates on 
other classes of railway traffic. I wondered if you had any- 
thing in particular in mind there? 

A. We conld furnish, I believe, some particulars, Mr. 
Covert. 

Q. I think that would be » useful. The statement is 
there, and if there be something to support it, it would be 
neiprul . 

COMMISSIONER ANGUS. 2. Has this point ever been 
discussed with the Board of Transport Commissioners, I mean 
the question of disproportionment? 

A. No, not so far as I recall. 

Mh. “COVERT? GL Arid. then at the top ef page 5, 
you deal with the perishability factors. I realize you were 
examined on that at some length; but one question occurs to 
me: Do you think it is a fair question to ask? The railways, 


of course, have spent considerable money in improving their 
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faci iitiss to eliminate the perishability factor to some 
extent; so do you think that the amount which the farmers 
have spent on cold storage -- is that the main factor with 
respect to perishability? 

A. In the sense in which the term is used here, in 
fairness to the farmer, I think I would have to claim 
that it was packing house operations and cold storage 
facilities and so on, that the product as tendered to the 
carrier is a superior product to what it may have been -- 

Q. And less perishable? 

A. Less perishable from a transit standpoint. 

Q.Now, on the business of classification, are you 
suggesting any particular classif’ zation? 

A. No, Mr. Covert. We direct attention to that point. 

Q. You just say they should have revised? 

A. The Commission has at its disposal expert opinion; 
and it has its own traffic officer; and if the Commission 
considers the point to be worthy of examination, I take 
Ttetiwet they can pursue the suggestion. 

Q. And the same applies when you say the rates should 
Desteviaca?, Ls that correct? 


ae Theat 18 correct. 


Q. And on the question of accessorial service also on 
page 5, have you any figures you could file with the Board 
showing the difference in the east and the west? 


me Len, Sir. 


Q. Would you leave those figures with Mr.Brazier 


so that they could be filed? 
A. They will have to be compiled after I return to the 
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office. I have not got them with me. 

MR. EVANS: I hope you will put in everything, 
whether AP be the ones he is complaining about. It will 
be helpful if you put all of them in, Mr. Covert. 

MR, COVERT: As a matter of fact, what I had in 
mind was: Where he just showed there were differences in 
the charges. That is what I wanted. Now, your suggestion 
is: thatche=put ini what? 

MR. EVANS: If the figures are unfavorable ones, 
I think they should be put in as well. 

THE WITNESS: «To the extent that.my tariff files 


enable me to do so, I shall give you both. 


Page 2909 follows 
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MR. COVERT: Q. Thank you very much, Mr. Ewer. Were 
you asked, Mr. Ewer, who this authoritative student was 
who made that statement, that every traffic carrier could 
be compelled to bear the whole out-of-pocket --- 

A. I was not asked; I think perhaps they knew. 

Q. I thought perhaps that would be on the record. 

Ay Well, have you not :.got his name? 

DENG! ehihare ino ts 

A. He was an honoured guest, Lethink; at one of the 
luncheons here in Vancouver; that was where I picked up 
his name from. I think I have it here: Professor McDougall, 
of Queens University, Kingston, was who I was quoting. 

MRS eHRAWLEY: Q. Is that & Professor J. L. MeDougall? 

A. There was probably only one out here, Mr. Frawley; 
414i it was J.L.;, that would be who it.would be. 

MR. COVERT: @. I see you subscribe wholeheartedly to 
that dictum, and I think you generally agree with the 
Princip leathetetherenshoulds besa floor in freignterates., 
so that that floor must at least bear the cost of opera- 
tions; now, you have not carried your thoughts so far 
asecooprice the cost) of each item,.carried, have you: 

A. No. 

Que Yourde not. really go into this) cost-of-service 
theory to the extent that --- 

A. No. The over-all presentation, Mr. Covert, is 
that there should be some limit beyond which any form of 
transportation cannot go in meeting competition. If it is 
going to go down to the point where it is not getting 
back at Jeast- its normal costs, then of necessity other 
traffic must be picking up the slack; that is our point. 


', Then in the same paragraph you say: 
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"If subsidization be nationally necessary and 
advantageous, it should be Supported by the nation 
from federal revenues and not by the imposition of 
higher rates on the commerce of the people of 

British Columbia and Western Canada.” 

Then you take the Maritime Freight Rates Act and the Feed 
Grains Freight Assistance Order, and you say: 

"(They)exemplify this policy, and imply a recog- 

nition by the Federal Authority that the trans- 

portation burden is unequally distributed and 

can be insupportable as to certain areas and pro- 

ducts.% 

Now, do you think that that principle perhaps should be 
applied.to fruit growers, that if necessary lower rates 
below that should be Siven, and subsidized? 

A. If these are recognized as appropriate means of 
meeting transportation difficulties in one area, then UG 
is not unfair to assume or Suggest that perhaps that is 
the means that should be adopted to equalize some of 
these other inequalities of which western Canada complains. 

Q. Would you care to give an expression of opinion 
2s to whether matters of that kind should be in the hands 
of the B.T.C. or in the hands of Government: 

A. Well, we end up by down there Summarizing that 
we think that rates should not be made by legislative au- 
thority, should be made, as it were, under the guidance or 
Supervision of the Board of Transport Commissioners. 

*. And the question of whether or not a subsidy should 
be granted you would say should be left in the hands of 


whom? 
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A. Well, it should certainly be the outcome of a 
Study by the Board of Transport Commissioners rather than 
by a parliamentary body. 

9. And recommendations made by them perhaps to the 
Government: 

A. They would then have to be made to the Government 
If SCN Ss eoing to bea subsidization: 


Q. 


u 


Now, there is one point I wanted to find out -- 
if you had any knowledge of the truck competition in 
British Columbia generally, or say particularly in the 
Okanagan Valley? 

A. I have some knowledge, yes. 

9. Well, is there any extensive truck competition in 
the Okanagan Valley, that is, for the railways: 

A. Oh, I would say yes; I think the answer is yes. 

®, Would that be for the Vancouver market? 

A. Nos it is more internal. 

Q. More internal? 

A. Within the valley. 

COMMISSIONER ANGUS: 9. Do you expect the Hope- 
Princeton Road to make a difference? 

A. That is pretty hard to say, Mr. Chairman, just 
what effect the Hope-Princeton road will have on the 
transportation of fruit and vegetables. 

MR, COVERT: *. Have you any idea as to the per- 
entage of the productsin the Okanagan that are carried by rail 
and by truck’ 

a No, I have no figures on percentage. The two 
forms of transportation are availed of in so far as the 
Shipping organizations are concerned, as may be most suitable 
in either case. We move a lot of stuff by car up and down 


the valley, and we move a lot of stuff by truck. 


= 
= 


~ —- 5 
im 
e ar se 
nee 
wae 
hord . 
Fifi ¢ an 


te 


een 
eS =: 
. ‘ , 
a % 
ay ee 
Me . i “2 
wi . 3 
" ey on 
sat aif D 
: ' - 
ths « 
a . = ‘ 


Pa | 

mS = 

Oy ar ’ 
* 

Ea 7 et 

7 aw 

ae ~"s '~ 


iG 
Fi . ‘ 
% Sa 
oe 


ee eee eee ee eee eer ere a I aT 
on = ~ = — - 


vows 


: -. 
id 
z° 

sal bal 

Ly 

c . 

vw 

car 

ohh ?"< 
=r 

' 

be 


e 
~ 
a H 
Sin " 
bs as 
iy = ay 
| 
ae 
: 4 
ay ; 
ue . 
‘ ot 
us 
owt 
Say 2 
rm ne 
fe - 
ver ce 
"i = 
ey 
S iy 
Pin] = 
me | 
a ry 
ray 
Ps 


ND 


- ole - Mr. Ewer 


Q. Dov you think thet the competition, suchas it is, 
has been effective to reduce the railway freight rates 
fh. No; the railwey rates were, as you might say, 
the senior rates, and they have pretty well set the pattern. 
Qo. Now, prior to the war, when you had the Unites 
Kingdom market, how did your apples go? Did they go by 
Ship via the Panama Canal, or did they go by way of aeross 
Canada’ 
A. Both ways, Mr. Covert. 
Q. Both ways 
Az, Ves 
Q. Have you any figures about the percentage 
travelling each method? 
oF I think perhaps I have some here that may include 
that detail. For the year 1947, of approximately 540,000 
boxes moved offshore, 200,000 moved out of Pacific DOrts., 
which would be Vancouver-New Westminster. In 1946, for 
«xample, we have 2,850,000 roughly, of which 1,200,000-odda 
moved out of Pacific ports. 
Q. Then somewhere in the vicinity of about 40 per 
cent would be going by ship; is that correct 
A. Well, of course, offshore -- you Say by ship; 
you mean via the Pacific ports 
A. Yes, 
A. Unfortunately these figures do not go back to 
the pre-war years. The last I have, 1939, there was 
more via the Pactfie than via Atlantic ports. That of 
course is not just the U.K. market. 
oe You could not tell from that, from your figures 
there, where the product was going 


A. Yes -- not as to break-down between ports; as 
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between routes, this statement that I am reading from. 

()' Gould you tell, for instance, what portion was 
going through the Panama C2n21? 

A. No. 

Are you in a position to answer a question as 
to whether or not you think the Pename C:nal does provide 
effective competition to keep the transcontinental rate 
down? 

A. In so far as our experience goes, I think thet it 
has not been altogether a question of cost of transportation. 
The movement of fruit via the Pacific and the Panama Canal 
to the United Kingdom, for example, has considerations 


which are, if anything, outweighed, whether the cost were 


comparable or otherwise. 


Q. Would you mind just telling what those considera- 
tions are? 
Lh. Well, when you travel overland you have eight or 


nine days! rail haul and the transfer to Ship, whereas when 
you travel via the west coast you have a thirty-six hour 
or forty-eight hour haul, say to Vancouver or New 
Westminster,and the product is immediately placed under 
refrigeration. To that extent it is much more advantageous 
to the carrying of the product then the "tlantic coast 
route, transcontinental route, let us say. 

Q. That is, it is easier on the product? 

A. Correct... 

O.. That Depa], thenkewou. 

COMMISSIONER INNIS: 9. There is one point 

which I would like to raise, Mr. Ewer,before you leave. 
Your organization handles all shipments to all points? 


A. Yes , Bix. 
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Q. The returns on various Shipments are, shall I 
say, pooled by you? 

a: Right. 

Q. ahet Leetotsayyorr you get returns from the 
Ontario market or from the British market the shipper does 
not get the advantage of that particular market? 


is No, they ere pooled. 


Q. Do the returns vary greatly as between the 
narkets? 

A. As to equivalent grades and Sizges, not a ¢rear 
deal to-day. Pre-war there would be quite a variation, 


because the British market, while it supported the cost 
of getting there and as a rule something net, it did not 
always reflect quite the same return that the domestic 
market showed. 

Q. You would not go so far as to say that your 
organization in carrying out these pooling operations, in 
& sense was working with the railroads, who are also 
engeged in pooling operations as to a particular market -- 
that is to say, railways which are concerned with seeing 
that you get into the Ontario market and seeing that 
Nova Scotia gets into the Ontario market, and so, I 
Suppose, carry on similar working arrangements, just as 
you do in your handling of shipments 

A. I don't know that I just follow you, Mr... Innis: 
i think you said Something of co-operating with the 
railway in the matter of pOCring . 

Q. Well, I am thinking that the railways are 
concerned in a large market such as Ontario to see that 
goods get into that market from various competing areas, 


whether it is Nova Scotia or British Columbia, and I 
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presume the rates are adjusted to that extent. Now, 

that means an attempt, or it means the use of the railways 
Pieyour like 6s = sort of marketing agent, and it implies 
to that extent they are working along similar lines to 


yourself, seeing that you get into the Ontario market : 


(Page 2916 follows) 
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A The carrier, of course, must provide charges which 
will enable the Shipper to reach a market in which he can 
make a worthwhile distribution. 

Q I was wondering if it could be put this way, that 
in a sense your organization in pooling its revenue shares 
with the railway the cost of getting into the larger 
markets, using the Ontario market as an illustration, 

A I never quite looked at that in the 22 enG OL 
Sharing with them. 

MR. COVERT: The next Submission is that of the 


British Columbia Paper Manufacturers and Converters. 


I a A SE OIE 


EXAMINED BY MR. BRAZIER: 

Q Mr. Bolton, what is your position? 

A Evan ‘Traffic Manager of Pacific Mills Limited, 

Q And you are presenting this brief on behalf of 
recsttié¢ Millis Limited, Canadian Boxes Limited, Westminster 
Paper Co. Ltd., Bartram Paper Products Co. Ltd., Bonar & 
Bemis Limited, Sidney Roofing and Paper Co... Ltdsrand 
National Paper Box Limited. 

A at Ts right, sir. 

Q Would you proceed to read the brief into the 
record? 

A Mr. Chairman and Commissioners: We wish to 
express our appreciation for the Opportunity of presenting 
this Brief to this Royal Commission, outlining our posi- 
tion under the existing Canadian Freight Rates Structure. 
This submission is made with a view to outlining British 


Columbia's position in the Canadian Freight Rate Structure 
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and is not meant to convey a complaint by the above firms 
for any mistreatment or discrimination in their particular 
competitive territories. 

In order that we may establish ourselves as sub- 
Stantial payees of freight, or buyers of transportation, 
we list below the tonnages Shipped by the individual firms 
for the past year, 

Ald of this tonnage accrued transportation charges 
of one kind or another, and we might mention that the 
largest firm we represent had a transportation account 


amounting to well over one and one-half million dollars. 


Canadian Mills, Limited 157 OLS abons 
Canadian Boxes Limited 2,190 
Westminster Paper Co. Ltd Leda. 
Bartram Paper Products Co. Ltd 1,666 
Bonar & Bemis Limited a 


Sidney Roofing and Paper coy, Ltdt 535 
National Paper Box Limited 180 


* Unfortunately this firm's tonnages for the past 
year have as yet not been compiled. 


As buyers of transportation within Canada, we 
feel that there is Something radically wrong with the 
transportation principles of Canada, and as this Royal 
Commission has been instructed by Order in Council to 
investigate and report on all parts of Canada that are 
adversely affected by this transportation structure, we 
can, at this time, and before this body, bring up all 
matters that we consider pertinent to the question. Even 
with the removal of the famous "Mountain Differential", we, 
in the western portion of this country, will continue to 


pay the highest scale of rates in rail transportation. 
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We feel this is the Opportunity to bring before 
you a plea for a standard Scale of rail freight rates 
throughout the entire Dominion, 

We realize, as buyers of transportation, that the 
carrying companies must have sufficient revenue to operate 
@ sound business and that failing this, we would be lack- 
ing in the services that we demand, It is not contended 
that the Dominion Should not exercise its powers to raise 
or lower rates, or to fix different rates for different 
commodities, or for different distances, but we do contend 
that in so far as railways are trans-continental or 
national in character, all parts of Canada are entitled 
to an absolute equality of treatment. 

We, as Canadian businessmen, cannot understand 
the reasons behind the inequalities of this Subject, when 
we take into consideration the twenty (20%) per cent sub- 
Sidy granted on traffic moving out of the Maritime 
Provinces (which now includes the newly formed Province of 
Newfoundland) , this territory which is the Eastern portion 
of our country, while in the western extremity the same 
Canadian people are compelled to pay the highest scale of 
rates. 

We submit, herewith, for your consideration, a com- 
parison between the newly formed Province of Newfoundland 
which joined Confederation in the year 1949, as against 
our Vancouver Island which joined Confederation with 
British Columbia in the year 1871. 

I do not think it is necessary to go through the 
next section in its entirety. We have taken the geograph- 


ical features, population, the economy, fishing, forestry, 
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agriculture and mining, and we have even compared railway 
mileages. It simply goes to show a fairly comparable basis, 
whichever figures you wish to look at, or whatever form of 
comparison you wish to make. In Table 1 we have mate a 
comparison of gainfully employed, by major industries, 
Newfoundland and Vancouver Island. You will also notice 
there that they are noticeably comparable. 


(The following is the section of the brief 
referred to above). 


SUMMARIZED COMPARISON OF NEWFOUNDLAND AND VANCOUVER 
ISLAND: 


NEWFOUNDLAND : 

Area - 42,734 square miles. 

Long. and Lat. of St. John's - Lat. 48°, Long.53°. 
Geographical Features: 

The Island is mountainous on the west side with rivers 
flowing into the bays on the North-east Coast. It has a 
rugged coastline especially on the South-West coast. 
Approximately 1/3 of the island is transversed lakes 
and rivers, The Island is noted for its beautiful 
scenery and for the large numbers of salmon and trout 
rivers. There is some agricultural land and certain 
sections are heavily timbered. The temperature varies 


from 0° to 80° during the year with ebundant rainfall. 


Population: 
1945 Census, -321,819. 
St. John's (1945) ~ 62,823. 


The Economy: 
1. General. Apart from the production of pulp and paper 


and some fish processing there is little manufacturing in 


Newfoundland. Dependence is largely on primary production. 
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2, Pishing: 

The fishing industry is the major occupation of a 
large part of the population. Cod is the predominant 
catch with salmon, herring, halibut and lobster also 


important. Fishing exports in 1945 were valued at 


$29,097,069. 
Sage rorestry: 

The forestry industry is also of considerable im. 
portance, The sawn lumber cut, which is largely ab- 
sorbed locally, amounted to 56 million board feet in 
1944, There were 1370 registered sawmills in 1944. 
Newsprint production is one of the most valuable exports 
with production valued at $16,815,992 in 1945, 

4, Agriculture: 

Agricultural products (including livestock) were 
valued at $14,000,000 in 1945. The value of livestock 
accounted for $7,000,000 of this estimate. 


A Mine: 
Mining exploration, in connection with iron ore de- 

posits, may prove a valuable asset to the province. Iron 

ore production of 984,645 long tons valued at $2,510, 844 


were shipped in 1945. Total mineral exports were valued 


at $9,315,722 in the same period. 

RAILWAY MILEAGE: 

1946 - 705 miles of government line and 56 miles of private 
line of 3.6" gauge. 

VANCOUVER ISLAND: 


Area, - 13,048 square miles. 
fe) 
Long. and Lat. of Victoria, - Latweole tone. 128 


Geographical Features: 


The western part of Vancouver Island 1s very mountainous. 
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The agricultural land is largely contained in a section 
stretching from Victoria to Campbell River on the east 
coast. The best stands of timber, chiefly fir and cedar, 
are situated on the east side of the island although there 
are excellent stands of timber on the west coast and at the 
north end of the Island. The climate is very mild at the 
southern end of the Island with rainfall averaging 27" 

a year. The highest temperature rarely exceeds 90° in 

the summer and the lowest temperature is seldom below 

20°, Frost and snow in winter are of short duration. On 
the north and west coasts in the mountainous regions the 


rainfall is exceptionally heavy and averages over 100 


inches’. 
Population: 
1945, Wes VPLS 
1948 est) - 200,000 
Victoria (proper) - 1945 (est) = 50,000 
1948 : 62 , 000 


The Economy 
1. General. 


The principal industries of the Island are logging 


and related forestry manufacture, mining (chiefly coal), 
farming and fishing. While the Island has shown a growth 


of small scale manufacturing in recent years, the expansion 


of power facilities will probably increase this tendency. 


2. Fishing: 
Fishing and fish canneries play an important part in 


the Island's economy, Salmon, pilchard and herring are 


of prime importance. 
In 1947 there were 26 fish canneries and 4 reduction 


plants located on the Island. It is not possible to deter- 


mine what part of the total catch and value of processed 
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fish is attributable to Vancouver Island, 
The total value of B.C.'s fisheries in 1945 was 
$44,531,858, with an estimated value in 1948 of 
$70,000,000. 
3. Forestry: 

The logging industry has long been carried on suce- 
cessfully on the Island with greater emphasis now being 
placed on secondary production in forest products. 

The timber cut in 1945 for the Vancouver Forest Dise- 
trict was 2,292,502,255 F.B.M. Vancouver Island accounted 
for a major share of this cut. As the total cut for the 
Province in this year was 3,081,235,401 F.B.M. valued 
at $147,655,000 the importance of the forestry industry 
to Vancouver Island can be readily appreciated. 

4, Agriculture: 

Agricultural development of the Island is Pavey. 
intensive. In 1941, 236,637 acres were occupied. There 
were 2,773 farms of which 577 were fruit farms at this 
time. The total value of agricultural production for the 


Island is estimated at $12,000,000 in 1945, 


5. Mining: 
The total value of mineral production of the Island, 


inclusive of items such as cement, lime and limestone, 


sand and gravel, clay products and coal were valued at 
$4,408,386 in 1945. Coal is of the greatest importance 
and was valued at $2,370,557 for this year. 

RATLWAY MILEAGE: 


Girgks = 209.7 miles. 
C.N.R. - 97.7 miles. (exclusive of logging railways.) 
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TABLE 1. 


COMPARISON OF GAINFULLY EMPLOYED, BY MAJOR INDUSTRIES, 
NEWFOUNDLAND AND VANCOUVER ISLAND. 


1945 
Newfoundland* Vancouver*®* 

Industry Island 
Fish processing and 
reduction plants 568 1,075 
Fishing 31,634 3,500 
Logging 7,606 vepece 
Pulp and Paper 5,125 672 
Sawmills and woodworking 1,598 4,672 
Mining 3,002 1,346 
Agriculture 4,179 6,000 
All Others 60,796 4o , yoy 
Total gainfully employed 112,508 67,000 


x Census Of Newfoundland, 1945, Dominion Bureau of Statis- 
tics,Ottawe. 
xx Estimates of the Bureau of Economics and Statistics. 
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We repeat that even as buyers of transportation, 
who do have some knowledge as to the origin and complexi- 
ties that go to make up the Canadian freight rate structure, 
this appears as an inequality of treatment. One can only 
surmise how this treatment is taken by the every-day 
Canadian person who has none of this knowledge to fall 
back on, 

We understand that the Maritimes Freight Rate Act 
(1927) which instigated this 20 per cent subsidy within 
the far eastern territory of Canada, came about as a demand 
by the Canadians living in this territory, that the 
Dominion Government had not lived up to the Act wherein 
this territory joined the Confederation of Canada. Should 
this be correct, we would take the liberty of quoting to 
you in the case of British Columbia, from a dispatch of 
the Colonial-Secretary, Earl Granville, to Governor 
Musgrave of British Columbia, dated on Downing Street, 
August 14, 1869. This dispatch, as well as a vast mass 
of other correspondence, will be found in the sessional 
papers of 1875, and other such information which would be 
of use to this Royal Commission in considering this 
phase of Canadian transportation, 

In this dispatch, Earl Granville, after advising 
the terms had been agreed upon for Prince Rupert Land and 
the North West Territories be united to Canada, and that 
probably an Order in Council would be Signed by the Queen 
inaugurating in the Dominion of Canada, all British 
possessions in North America except British Columbia, 
expressed the opinion of Her Majesty's Government in the 


dispatch we refer to, in these words: "That the interest 
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of every Province of British North America will be advanced 
by enabling the wealth, credit and intelligence of the 
whole to be brought to bear on every part than by encour- 
aging each in the contracted policy of taking care of it- 
self, possibly at the expense of its neighbour." 

This quotation contained the spirit of equality 
and uniformity and of union. This was the official 
invitation to British Columbia to unite with Canada and 
become one part of an harmonious whole, and it is the 
iovsiien of this spirit of unity which has brought about 
the unjust conditions such as the Maritime Freight Rates 
Act. 

To further substantiate this, we again quote from 
Earl Granville's dispatch: "Most especially is this true 
in the cage of internal transit. It is evident that the 
establishment of the British line of communication between 
the Atlantic and Pacific Oceans is far more feasible by a 
Single government, responsible for the progress of both 
Shores of the continent, than by a bargain negotiated be- 
tween separate, perhaps in some respects rival, governments 
and legislatures." 

We would ask what better inducement was offered 
the Maritime Provinces than British Columbia to join Con- 
federation and why many years later their complaint to the 
Dominion Government brought forth this enormous advantage 
of a freight rate subsidy. 

We object against the principle of establishing 
rates by statutes, whereby they are removed from the 
Jurisdiction of the Board of Transport Commissioners, and 
no provisions are made for consideration or adjustment of 
the same, by the Board in order to reflect changing econom- 


1¢ conditions. 
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If I may divert for a moment, our brief, of course, 
had to be in before we received the submissions of the 
carrying companies. On page 4 of the Canadian Pacirie subs 
mission item No. 13 reads: 

"No system of rate-making should, in our sub- 
mission, be adopted which contemplates the principle of 
transportation Subsidies because these tend to encourage 
the uneconomic use of transportation Services. Cana- 
dian Pacific does not Seek the repeal of the Maritime 
Freight Rates Act but it does submit that such legis- 
lation should not be extended to other areas of 
Canada. That Act acts towards PIgidityin the freight 
rate structure," 

They say they are against it the same as we are, 
and yet there has been no objection to the addition of 
Newfoundland, Apparently it is all right for eastern 
Canada but must not be used in western Canada. 

We would humbly submit that the Crow's Nest Pass 
Agreement (chapter 5 of the Statutes of Canada 1897) be 
carefully surveyed by this Commission in that it is the 
common belief among transportation men that the rates on 
grain established in 1897 could not, under any circumstan- 
ces, be considered equitable rates under present day con- 
ditions. We would request that an investigation into 
this matter be instigated in order to Substantiate the 
common understanding that these grain rates are not stand- 
ing their full proportion of Operating cost to the railways, 
and that because of chvetthe railways are constantly 
demanding and obtaining higher revenues from the payees of 


all other commodities moving throughout Canada. 
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It would be our contention that if the Commission 
finds, due to the National interests of this country that 
these low rates be maintained, that the Government Should 
instruct the Board of Transport Commissioners to determine 
what are equitable rates on grain movement, and that the 
difference between these two rates be subsidized by the 
Government. In this way, grain would pay its proper propor- 
tion of transportation and all the peoples of Canada would 
pay equally on a national interest matter instead of just 
the buyers of transportation. 

In this investigation which could not fail to 
determine whether the grain rates were, or were not, paying 
their way, we would suggest that the investigating body 
carefully take into consideration the present-day marketing 
conditions in grain. 

There might be some hesitancy there as to the 
common understanding. A pamphlet came on my desk within 
the last few days. It is a copy of an address by Mr. P.C. 
Armstrong to the Canadian Industrial Traffic League, 
Niagara District, Niagara Falls, Ontario, May 5, 1949, 

Mr. Armstrong is an economic consultant of the Canadian 
Pacific Railway. If I may, I should like to read a para- 
graph of his on page 7 of the address. He says: 

"Of course, this business of charging only what 

the traffic will bear .should not be interpreted 

into deliberate attempts to move any form of 
traffic at less than the rate which it could 
reasonably bear. Broadly speaking, the railways 
avoid any policy of this kind, as you know. 

They do attempt to charge the lower priced 


commodities what the traffic will bear. They 
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ao net deliberately go out and make low rates on 
them, without considering that these will mean 
higher rates on other forms of traffic. The only 
major cage in which this rule is not followed in 
rate-fixing in Canada; as far as TI know, is that 
of the movement of wheat in western Canada, at rates 
established more than a half a century ago, and 
which bear no real relationship to what the traffic 
would bear today. Of course, in that case, the 
hands of the railways are tied. All that they can 
do is to remind you that the existence of these 
artificially and unnecessarily low rates on wheat 
means that the railways have to kimpose higher 
rates than otherwise would be the case on other 
tems or tratric.” 
MR. FRAWLEY: I think this is the second time that 
Mr. Armstrong's words have been brought to the attention of 
the Commission. I believe it was mentioned Def ore, but tT 
would now formally ask the Canadian Pacific to get some 
copies of that address for us, and have it filed as an 
ex 
MR. EVANS: I will be glad ta if I canw 2 feet 
sure I can get copies and I will be giad to. How many 
would you like? 
MR. FRAWLEY: Personally I would like quite a lot. 
MR. O'DONNELL: He has some other very good 
addresses too that you might like. 
MR, FRAWLEY: Ex parte. 
THE WITNESS: In order to establish our request 


for a standard Canadian uniform mileage scale, we submit 
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for your perusal a summarized statement showing the five 
Standard mileage scales now in use throughout Canada. We 
would point out the existing differences in these scales 
for equal miles within the various territories. (See 
Schedule No. 1 attached. ) 

Schedule No. 1 attached to the brief simply takes 
the standard mileage scales plus the 21 per cent increase 
within the various territories, and shows the differences 
in the movement of first, fourth, fifth ana tenth classes 
for 100, 400 and 1,000 miles. In other words, those are 
the scales from which the rates are obtained. 

We would further point out in relation to this 
Exhibit the following percentage relationships between the 


first five dlclasses applying between points in:- 


Western Canada Eastern Canada 
1st 200% of 4th 200% of 5th 
end 167% of 4th 175% of 5th 
Brod 133% of 4th 150%. of 500 
4th 100% 125% of 5th 
5th 90% of 4th 100% 


It is to be noted in the above table that rates 
in western Canada are established as 4th class being 100 
per cent, and in eastern Canada 5th class is 100 per cent 
which of course tends to put the rates in different 
brackets. 

It is our contention that it is hopeless to 
establish equitable rates throughout Canada when the funda- 
mental scales used to determine practically all rates are 
SO widely diversified within territories, and even their 


basis, as per the percentage relationships quoted above, 
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are at variance, Surely, a recommendation that there be a 
uniform scale of rates, i.e., the percentage relationship 
of all classes to the first clasg rate, be the same 
throughout Canada, is in order. 

Schedule No. 2 "Statement of Class Ratés for 500 
Miles", attached, is submitted in order to show that when 
the original base Scales, or yardstick scalés, for rate 
making are 86 diversified, the relationship between rates, 
including Distributing and Terminal Rates, within areas, 
must, of necessity, reflect this variation. 

In other words, the centre section under the 
centre block of rates is the main item there. We under- 
Stand, of course, that the Pacific Scale will be reduced 
to the Prairie Scale as of July 1, but it will show large 
variations. My understanding is that Schedule A rates 
within Ontario and Quebec are equivalent to our distribut- 
ing rates in western Canada, but one difference appears 
to be that Schedule A rates do not bear any definite 
relationship to the standard mileage scale while in western 
Canada, of course, our distributing rates are on a percent - 
age basis. 


Page 2930 follows 
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In order to establish the position of the western 
territories in relation to the balance of Canada, as 
Substantial buyers of transportation, we submit Schedule No. 
3 "Revenue Freight Carried by Canadian Reilways." This 
Statement shows the originated and terminated revenue freight 
carried within the various territories, in tons of 2,000 Iba, 

Schedule No. 4 Simply shows the percentage of increase 
to the total on Originated and terminated freight, based on 
the figures quoted in Schedule No. 3, 

As buyers of transportation within a high rated 
territory of this country, we cannot but help analyze the 
reasons that brought about the low Group "A" rates and the 
low Pick-up and Delivery Rates applying on traffic within the 
highly industrialized areas of Ontario and Quebec. 

It is our contention that some of the competitive factors 
that went to make up these low remunerative rates within that 
territory have disappeared. 

Many of these low Group "A" rates were undoubtedly 
published on the basis of the United States rail rates in 
comparative territory and bear no relation to the standard 
mileage rates within this territory. We all know that with 
the high increases that have occurred on American rail 
rates, this competitive Situation has disappeared completely, 
yet these low rates applying within this territory, have 
only bemassessed the one gseneral freight rate increase of 
2l per cent. 

These scales have been further influenced by water 
competition on the St. Lawrence River and Great Lakes, and 


we can contend that it was the “tate that created this water 
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competition which, in turn, allowed for lowmale of 

freight rates within this industrialized area. It was 
Canadian taxpayers! money that built the tremendous, costly, 
navigable waterways that Service the territory, and we also 
contend that some form of tax Should have been placed on 
these services that would have kept them on a competitive 
basis with the railways, rather than force the railways 

to meet their competition to a point where there is any 
argument that the revenue of these rail carriers due to these 
low rates, had to come out of the pockets of the payers 

of freight in the other territories of Canada. 

Another factor that leads to these low remunerative 
rates within the industrialized area of Ontario and Quebec, 
is the practice of meeting motor carrier rates in order to 
retain at least a portion of the business which they have 
taken from the rail carriers. It is our contention that the 
Board of Transport Commissioners should have power to 
prescribe a minimum rate for Canadian rail hauls. We 
further contend that some governing body should be placed 
in control of motor transportation. 

In our opinion, one of the solutions to Canadian 
transportation problems will be that the carriers! rates must 
be based on the true cost of operation. In British Columbia 
this is already the guiding principle in the setting of 
motor carrier rates. In the final report of the Public 
Utilities Commission issued May 15, 1941, the following is 
given as the policy of the Rates Department of the P.U.C.'s 
Motor Carrier Branch: "Where the raiiways and motor carriers 


compete over the same route or between points situated on 
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railway lines, as well as on routes followed by motor 
carriers, motor carriers Should be permitted to file rates 
to meet railway competition, provided that the revenue 
received for transportation of truck load lots of the lowest 
class is not less than the cost of operation of the motor 
vehicle," / 

Surely, the lack of control over the motor Carriers and 
the lack of power by the Board of Transport Commissioners 
to set a minimum rate, leads to the carrying of traffic that 
is not bearing its proper share of providing revenues and, 
consequently, casts an undue burden upon traffic carried 
under other rates in other territories. 

We are thoroughly convinced that the Canadian Freight 
Rate Structure is wrong, but that there are no serious 
reasons why it could not be Straigshtened out to the 
Satisfaction of all territories of Canada if we start by 
having one Uniform Mileage Scale: This, we feet sure, would 
provide the country with a base for a rate structure that 
would be equitable to all parts and peoples of Canada. From 
this could stem equitable Terminal and Distributing rates, 
with truly competitive traffic finding its own level of 
rates. 

MR. BRAZIER: Q. Is there anything further you 

wish to add to that, Mr. Bolton? 

A. No, I do not think so. 

CROSS EXAMINATION BY MR. SHEPARD 


WR. SHEPARD: 9. Mr, Bolton, I have numbered my 


copy of your brief; and at the bottom of page 4, the last 


ae Re Mr, Bolton,cr.ex 


paragraph, you begin with a reference to the Crows Nest 
Pass Agreement? 

Dee et Oo, Sir, 

Q. “We would humbly submit that the Crows Nest Pass 

Agreement (chapter 5 of the Statutes of Canada, 1897) 

be carefully surveyed by this Commission in that it 

is the common belief among transportation men that 

the rates on grain established in 1897 could not, 

under any circumstances, be considered equitable rates 

under present day conditions." 
You explain, in dealing with a phrase just over the page, 
"common understanding", that Mr. P. Cc. Armstrong had made 
an address. Is that the entire basis of that statement? 

A. No. I understand this matter was investigated and 
found to be in order in 1925 to 1927; but there has been no 
investigation made since then. Surely with the increases we 
have had to take, on all other forms of transportation, it 
should have brought them out of that level by now. 

Q. You say that it is the common belief among 
transportation men that the rates on rain established in 
1897 could not, under any circumstances, be considered 
equitable rates under present day conditions. Now, what is 
the basis of that common belief, where did it come from? 

A. It came from the high increases on all the other 
rates. 

@.- In other words, you think that the railways were 
Just getting by in 1925, on the Crows Nest rates, and that 
now they must be losing money because everything else has 
gone up? 


A. No. I understood they were paying their way at that 
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time. 

Q. But there has not been any similar investigation 
eecently? 

A. No, 

Q. And this statement about a common belief among 
transportation men, you took that from what Mr. Armstrong 
paid. in+has Speech, and you do not know about it of your 
own knowledge? 

Aw ~bethinksthateittis pretty well reported in the 
Canadian Pacific's brief at page 25, items 80 and 81. 

MR. EVANS: That is the verybest, Mr. Frawley. 

MR. SHEPARD: 0. My recollection is that the 
Canadian Pacific Suggested there be an investigation. How 
does the wording go? 

-A. "It is recognized that the national policy may 
require special assistance to the producers of grain 
Mewestern Canada, ....," 

In other words, they are intimating that there has been no 
investigation. 

MR. FRAWLEY: ©. Do you mind reading that passage 
completely? You did not finish readinie ULRt 

A. It is item 81, on page 25 of the "Outline Submission 
of Canadian Pacific Railway Company to the Royal Commission 
on Transportation", and it reads as follows: 

a tee recognized that the national policy may require 

Special assistance to the producers of grain in western 

Canada, but Canadian Pacific submits that any relief 

Given in this respect should not be at the cost of other 

users of railway services or of the railway companies." 


MR. SHEPARD: 2 But that is not a definite 
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statement . 

A. No, it is not, and neither do I say 1t ts. 

Q. Would you just turn to the second complete 
paragraph on page 5: 

"In this investigation which could not fail to 

determine whether the grain rates were; OF were not, 

paying their way, we would suggsst that the investigating 
body carefully take into consideration the present 

day marketing conditions in grain." 

What did you have in mind by that phrase "present day 
marketing conditions"? 

A. I am not very conversant with that, so I just 
podnEcei ots I understand that since this investigation in 
1925-27, the government has entered into this with the 
Canadian Wheat Board, and there might be some reason to 
believe that that might change the aspects of the case, 
entirely. 

Q. I see. Then, on page 6, which is the second last 
page, the last paragraph, you say: 

"In our opinion, one of the solutions to Canadian 

transportation problems will be that the carriers! 

rates must be based on the true cost of operation." 
I wondered what you had in mind in that phrase: "true cost 
of operation"? 

A. There has been an enormous amount of discussion 
with regard to the cost of operation within the different 
territories, and I understand that the mountain differential 
has proven that it is impossible to break them down between 
territories. But, if the cost of operation is the same in 


Ontario as it is in Manitoba and British Columbia, then we 
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Should have a fundamental base rate, the same base rate, 

Q. What did you mean by "cost of operation. "9? 

A. I meant the entire cost, taking into consideration 
the value of services as well. 

Q. I think that is all. Thank you, 


CROSS EXAMINATION BY MR. FRAWLEY 
ree ee EIN, FRAWLEY 


MR. FRAWLEY: Q. Mr, Bolton, you say that you 
understand that the Government of Canada has entered into 
this with the Canadian Wheat Board. What has the government 
of Canada done with the Canadian Wheat Board in so far as 
the freight rates on grain are concerned? 

Be wido.not know, 2. do know, of course, that conditions 
are different from the time of the last freight rate 
investigation. 

Q. What investigation are you referring to? 

Is it the one in 1926-27? 

A. I believe it was, but I do not know. The only 
reference I could find out about it wags by H. J. Symington, 
I believe. He was one of the - I do not know what the name 
of it was - 

MR. BRAZIER: It was the General Freight Rates 
Investigation, 1925-027. 

MR. FRAWLEY: Q. You must be referring to that 
General Freight Rates Investigation, 1925-27; but you spoke 
about the cost of carrying grain? 

A. It was my understanding that the grain rates were 
thoroughly. investigated during that investigation. 

Q. Were there some cost figures to show the cost of 


moving grain as compared to the cost of moving other traffic? 
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A. Ido not know. 

Q. At the bottom of page 6 yourrerer* to the finat 
report of the Public Utilities Commission, that is, of the 
province of British Columbia? 

Ay “Nes 

Q. What do you mean by the use of that word "final"? 

A. I believe that to be an error. That was submitted 
to me, but I believe the word "final" Should read: "first", 
fonly got that verbally, 

Q. We have it that this is the first report. of 
the Public Utisities Commission? 

A. Yes. 

Q. But the ‘Public Utilities Commission was established 
prior to 19419? 

MR. COVERT: It might mean "annual", 

MR. BRAZIER: Actually, there was a change, in 
1940, from the Highway Act to the Motor Carriers! Act, 

THE WITNESS: That is possibly what it means. 

MR. FRAWLEY: Q., Apparently the Board lays down the 
policy there that motor carriers should be permitted to 
file rates to meet railway competition, provided that the 
revenue received for transportation of truckload lots of 
the lowest class is not less than the cost of the operation 
of the motor vehicle. Have you made any inquiries 
behind this report so that you might tell us what they mean 
by "transportation of truckload lots of the lowest class"? 

A. No, I have not gone into it at Victoria. 

Q. Or what the expression: "eost of operation of the 
motor vehicle", what that expression could mean? 
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MR. EVANS: Q, Following up my learned friends, 
Mr. Frawley and Mr. Shepard, on this paragraph on page 5, 
would it be possible that you had in mind there that the 
present day marketing conditions in grain make it difficult 
to say who, ultimately, bears the freight rate? 


A. That is what I had in mina. 
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Q. I thought perhaps that was what you had in 
mind. Then perhaps we could go back to the beginning 
of the brief. I am a little ignorant about your 
PuGuUstc CY, Duy Ts thts the fact, that you manufacture 
paper and paper products from largely waste materials 
in the lumbering operations that have been carried on 
in British Columbia? 

A, No, the Pacific Mills Limited are paper manu- 
facturers, the Sidney Roofing and Paper Company are 
paper manufacturers, and the Westminster: the others are 
Strictly converters, and all of those firms are converters 
ao wWoll, but they “=-—— 

When you speak of converters, do you mean con- 


verting the wood into pulp 


A. No; converting the paper into the various 
Products; 
2. I see; but Pacific Mills is a paper manufacturing | 
concern? | 
fms Yes, and Westminster, and Sidney Roofing. ih 
Q). From what source is the wood and wood pulp | 


derived in that process? | 
fe fn the case of Pacific Mills and the Westminster 
that is all pulp; in the case of Sidney Roofing, elthough 
"ory Use a 004 OL Dulp alsa, they do not make any of their 
own pulp -- they changed that recently, they did put in 
a grinder there, but a lot of their base is waste. 
Q. But that is not true, you say, of Pacific Mills 
A, No. 
Q. Is this large mill now being built near Nanaimo 
not largely to be used in making use of the waste serap 


wood and slash? 
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oe That is my understanding. 
Q. In the lumbering operations: 


ws Thavriserignt. 


Q. noo vO thavextent it ts° 4 “pby-product industry, 
perhaps? 
A. Theirs would be, yes, I would say so. 


Q. Is that not represented in your --- 


aes No. 


O 


What is the name of that firm in Nanaimo? 

A. I believe it 1s coming under H. R. MeMillan. 
Q. Is that the name of it, H. R. McMillan: 

A, Noosa iecou Lan wy agive you Chet Namenor’ TU Pieht 


offhand. 


PD) 


All right; that is in passing. Now, just to 
get another thing a little straight: the tonnage you show 
On page’ 1; Iv-eather, is the tonnage moved by all forms of 
transportation? 

A. That) is right, sir. 

Q. too. NOt want a detailed break-down, but have 


you any rough idea of the proportion of that tonnage moved 


by rail? 
ni No, I am sorry, it is very difficult to get 
figures of that kine. I tried to get those firms to break 


them down, and I couldn't. 

Q. All right; that is in passing. Now, further 
down the page you Speak of what you think is the necessity 
for an absolute equality of treatment: I assume that when 
you use the word "absolute" you have in mind some leeway 
in the railways to meet competition and to meet we will 
Say development -- put in development rates? 
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0. So that when you say "absolute" you have some 
qualifications 

A. Oh, yes. What we are asking, we have a ceiling 

on your rates; we now would like a minimum, and we would 
like to be able to negotiate rates between those. 

Q. And what you mean by absolute equa lityse ash 
gather from the tenor of some other parts of your brief, 
is more particularly that that scale of rates be 
equalized? 

A. Tne vest niente. 

Q. I was wondering whether you were aware that as 
ecrlyis daetl Jia. Pow 2 the railways have indicated their 
intention of making proposals along that line: 

Bie That is right, sir, I am aware of that. 

Q. Then on page 4, the very last part of the page, 
about the Crows Nest Pass rates, I wes just going to suggest 
to you that the Crows Nest Pass agreement, as you know is 
not now in effect, and that we now heve a statute which 
takes its plece’ 

A, Tiers, tee Peene 

Q. And that the statute covers a little more than 
the agreement; were you aware of that? 

A. Yes, Sars 

Q. That is to say, the statute now makes these rates 

applicable from all points on all railways in western 
Canada moving to Fort William? 
A. that) IBVPIShe. 
Q. Whereas the xgreement had specified points? 
As “ES. 
MR. FRAWLEY: The agreement had something to say 


about a lot of other things that have now gone by the board, 
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Mr. Evans, like binder twine and agricultural implements. 
MR. EVANS: Then we can deal with that too. 

Q. Now, in this question of equalization, I assume 
that you will agree, in view of your attitude as to 
statutory rates, that an equalization scheme would have 
to be equalization, would have to give some effect to any 
possibility that the grain rates might be lower than the 


other scales? 


A, Les 

Q. In eastern Canada? 

ioe Yeo. 

Q. And would you also agree that when you had to 


turn to equalization these so-called assumed mileages 
between Fort William and Winnipeg and between Vancouver 
and Glacier would also have to be given some weight? 

A. They certainly would have to be taken into con- 
sideration, in view of what was done with rates in the east 
-= over-all equalization of rates. 

Q. Equalization means equalization? 

A. iat 18 Ti ent. 

Q. Then might I invite your attention to schedule 13 
I just wanted to straighten up one thing. 

MR. COVERT: Mr. Evans, if you do not mind my 
interrupting, at this stage, I think we are going to have 
to put those schedules in as an exhibit. Schedules 1 to 4 
will be Exhibit 37. 

EXHIBIT NO. 37 -- Schedules 1 to ¥% to 
brief of British Columbia 
Paper Manufacturers and 
Converters. 
MR. EVANS: Q. I just draw your attention, Mr. 


Bolton, to the fact that the little note which is opppsite 
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the asterisk ot the bottom of the table refers to the 
Maritime Freight Rates Act and suggests that it applies on 
outbound traffic only. I think you will agree with me 
that it also applies on traffic within the maritimes? 
A. No, I did not understand that. The railroads 
had informed me that it was outbound OnLy 
Q. Well, it is within the maritimes as well. 
A. iam very glad to have that added. 
MR. COVERT: Perhaps, Mr. Evans, you might clarify 
Chae. It occurred to me that he said outbound 2s distinct 
from inbound. 
THE WITNESS: No, no; Mr. Evans has corrected me: 
I did not know thet it was within. 


MR. EVANS: Q. Well, as long as we wet nies 


straight. 
Ae A movement within. 
Q. We do not want to have any misunderstanding. 


Traffic moving into the maritimes from other parts of 
Canada does not obtain the maritime preference. 

A. qed ¢ kegs 

Q. And traffic moving outbound from the maritimes 
gets the maritime preference? 

A. Rignt. 

) And traffic moving wholly within the maritimes 
gets the maritime preference? 

A. Rignt . While we are on this subject, would you 
mind confirming the fact that that 20% subsidy is based 
on the same schedule A rate? 

Q. I can inform you that the 20% is 20% lower than 
the normal rate established might be; if it is a competitive 


rate, the normal rate is fixed by the Board, and the amount 
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paid by the shipper is 80% of what the Board Says is normal 


-- it epplies to class rates and commodity rates and all 


rates -- but the 20%, for your further information, applies 


only to 


portion of the haul out of the maritimes, for 


that portion east of Diamond Junction and Levis, Quebec. 


Now, if I might just have a moment with Schedule 3, we 


hedre. Little difficulty checking this until we discovered 


what might have been done, and will you confirm me in this: 


what tonnages you have shown as Originated and terminated 


respectively are tonnages which are designated originated 


and terminated, but which have added to them -- that is to 


Say, to the originated tonnages -- tonneges received from 


connections and to terminated tonnages you have added 


tonnages delivered to connections? 


A. 


I am sorry, I couldn't answer that. 


MR. BRAZIER: I might Say, Mr. Evans,I think Mr. 


Brown prep2red that table for Mr. Bolton, and he confirms 


that that is correct. 


done, 


were done 


Q-. 


A. 


Q) 


He 


MR... EVANS: J. think it is apparent that that was 


Ry BE vanes oes 


MR. BRAZIER: Yes, that is correct. 

MR. EVANS: Q. I suggest to you theta that 

there are inevitably some duplications in 16? 
Possibly, yes. 

You understand what I mean when I Say duplications? 


Yes. 


Would it not also be true that one must look at 


those figures having regard to the possibility of duplica- 


tion in another direction, and that is that traffic moving 


in and out of a transit point would be billed as terminated 


in at the transit point and originated out? 
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i, Yes, I think that would be. 

. I am just trying to Straighten up the fects: i. am 
not attacking your --- 

MR. BRAZIER: I do not follow you there, Mr. Evans. 

MR. EVANS: If, for example, wheat moved into a 
milling transit point, the wheat would be counted as 
terminated at the transit point and the flour Originated out. 

MR. BROWN: This material is constructed on 
waybills. 

MR. EVANS: I just want to have the record clear. 
There is no attack on this; it is just to have the record 
clear. 

Q. When you make a comparison of tonnages between east 
and west, you might have to bear in mind that western wheat 
would be counted as originated in the west, terminated in 
the east, and the flour originated in the east and possibly 


terminated in the east? 


re Mees 

Q. You see, you have three counts as against one in 
the east? 

A. Due to milling in transit. 


Q. Shae is sient 

A. Ves. 

Q. Then Schedule 4, the purpose of which I gather 
is to show that,as related and compared to other parts of 
Canada, British Columbia has produced or shown a larger 
increase in tonnages, both Originated and terminated, than 
Other parts of Canada, since 1922 

A. That is right. 

Q. Had you any particular reason for selecting 1922 
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A. No -- twenty-five Wears. 


Q. ves, 


Such 2 year ag 1926 the percent 


and terminated in Braet sh Columbia, 


because I Suggest to you that if you had used 


ages over all, originated 


would have grown by 


only sey 50 per cent ag compared with the nationol average of 


43 per cent: 


it makes quite a difference. 


e. Due to the inauguration of the grain movement, that 


eS QUIte so. In other words, 


you are stating that the first 


five years there was something in there that influenced that 


percentage grently. 


a. 


depression in British Columbia 


Ponte tt) 10P2 and for 
MR. BRAZIER: 

the mountain differential, 

creased traffic to V-ncouer 


the grain rates which occurred 


a year or go 


I think th re was some unusually low point of 


== probably you wilt correct 


after? 


I think we went into that & Dit aie 
and there was considerably in- 


following the equalization of 


around 1922 and affected 


the traffic between 1922 and 1926. 


MR. EVANS: 9Q. 


importance of traffic originating 


Columbia is concerned, 


was transferred to British Columbia 


in the east; 


Then I gather thet as far ag the 


and terminating in British 


all that that means is that the traffic 


ports from other ports 


that is really what it amounts to? 


A. It is really a matter of interest on the movement 


of the figures, 

Q. If you really wanted 
Columbia VPoriie, 7 Suggest to 
been a little more accurate to 
that unusual Situation did not 


A. In other words, gane 


twenty-five. 


to measure growth of British 
you it would have perhaps 
have taken a year in which 
Cxist: 


back twenty instead of 
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Q. Yes. Now, on page 6 -- I have numbered mine the 
same as Mr. Shepard did -- that is the page that refers to 
Schedule 4, you see; it has a little break in two places 
om the page? 

A. Yes, Bir. 


Q 


Ge 


You speak there of the Schedule A rates, or the 
group A rates as you call them? 

A. Veer Sir. 

Q. you refer to the reasons for the publication of those 
rates, and you make certain suggestions, that they should 

perhaps have been increased more than the other rates because 
of conditions which you say have disappeared in competition 
with the United States roads: 

A, taak as Tigny 

Q. I ws wondering whether you are aware that the 
railways are not free to increase those rates, even though 
they are below the ceiling; they were fixed by the Board in 
1907, and those are among the rates that the railweys are 
not free to increase without the authority of the Board? 

De, No, I was not aware of that. 

Q. Then when you speak of the solution to the @»nadian 
transportation problem, basing rates on the true cost of 
Operation, I am not quite clear as to whether you meant what 
our friend Mr. Brown meant in Victoria when he went to the 
extent of saying that all rates should be based upon the 
cost of operation and that the so-called value-of-service 
principle should be eliminated; would you --- 

A. I don't know. I think Mr. Brown must have been 
misunderstood. I do not see how you could eliminate the 
Canadian Freight Classification. 


Q. Well, at all events --- 


“1 ' 
BSRE% 
CORIC? 

La sat 


sie 4 
we eae 
a + 


e 
% 
r t 
Pay F.--f £ ¢ 
Oy Tc Sey we 
a2 Moka ses ee i 


orm - ( 
ar i ; 
* = 


OLII hie SETS 


QS ¢% at 
r : : tr 
Shab Shs Ses Be tis abt: 


i #e MOH et 
2+ phe: Rernel a ae 
ef yoct Nm Fie bt 


a 


os 
za 


atedig ainege 7 


suteatre Qiostoes shoe woe Bee ee 
Pesoa E Sh Exes te bx > read w¥ a aya 


- fe - 
uo seh Bote oes oe 
fies 7 ere aoe =e ae Sn uj 


att rte 


~ ae * 
ahron satege Meainy 
ire bee eee 4 
vir As oe 3 ees 1 ; 
i] : ' 
At Fares era! “Sas NOY Begone ete yHaew Sry S a) 
a Pie 735 tae ha i ee ot Sia, : + . 
RCns Beer AOU ESR ONe CRPRSRES FY Sale Sa SR PS eee 
5 5 > : wii n> Ooo , 
t Shaded oad wa how kd woe wade gal L kee She Rees eer Yond, 
. _ wa : > e ~~ ree ; } oe s 
ie ESVs LS Lee Ps eo BX aps cea a PP ee ie se — : Ae <A = gS 2 o% wi & ! 
ac - Zan, Pc. s we Hate > 7 “ 
m « 3 * * 5% an 2 ee 2h a ‘ ‘ ; ‘> Gr = . 
cy Fees mies | 5 ee) S eh ae i fei ea a! am | hae aa in ee we Aah i = ° - acre oO 
‘oid b's bs tai eats i Be oft 4 Be atts me =u . cr 
or fa fe ‘e! a WES + Meo mak. 2 3) \ 
SY oo ik 2 ale ay Er : 
— ' 
i ry re : rs # ; —_ fein) ee ia - a) : 
MeL eTASS oy OF fn Gatos gis So Heeas 1 a Fig: T5AiteS iS 
Pee bien 7 , : ; =, -" , ee oe : 
G0 S900 SUNS. S60 Ko SS BEALS : olde soit eteagedinte 
: . - Be soae Ine ‘et . . a 8 id eh id AL + a k , 
Ay, Se Sc. OY sates BM OR £4. FR BL0 tye tof ue 1 geo Leeege 
oo 24 rm Rita: yet oe, Oe, = = es am - ta “ ¢ 
. ae eT 6 on 
Bid, a! iS Sh sauthe Riese o LV mE. FhOSR FW og. oe. 2 tae 4! % Sabo 
M z te Me > a tans « % eo Bic ‘ 
-) S! r s P. 7 = * Th res 
moy “OO. beast oe DONE Boa b4 +42 Sith en bee 
; ae & i eas 7 va" 3 Bi 
SHE eae a- = rs 4 BV: Roi LRGs S A 7. ste . 1 ie nd PSN OG 
‘“ Set e 4 é t4 wens ey a, 
+» Dey Sivow chetodigns oe PlLuoge 


 Seriags 


Ee oe ik’ 4 rs mh 3 


bhee 4 Wa Bay a 
(h 95%, wot of TF at 


- 2947B - Mp. Bolton. ep-ex 


A. I would suggest that it be beeught aipitoe date. 
Q. I hope I am correctly stating what I got from him. 
You would not agree, if it went that far, as to eliminate 


che classification of commodi tes? 


ie No. 
Q. Giving effect to the value- Of -senvice princi pie? 
B. No. 


(Page 2948 follows) 


Lokexagst@ seutey ant ak sete aye ; 
f Pied oh 


: rare 
F is oe 


ee 
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Q Now, when you speak of cost of operation here 


you are speaking of the by and large over-all cost of 


operation? 
A Yes. 
Q And in that cost of operation of which you speak 


do you agree that there must be a reasonable return on 


investment added to the actual Operating costs? 


RE-CROSS-EXAMINATION by MR, SHEPARD 

Q There is one point I should like to clear up 
arising out of Mr, Evans! questions of Mr. Bolton. Mr, 
Bolton, turning back to page 5 again, the phrase that you 
and I were talking about, "the present-day marketing 
conditions in grain", is it correct that you believe that 
the farmer does not pay the freight on the grain? 

A I don't know. 

MR. EVANS: The answer he Fave me was it was dif- 
ficult to determine in view of this condition. That was 
the answer he gave me, 

MR. SHEPARD: Q. You feel it is difficult to 
determine who pays the freight on grain produced in western 
Canada when it is sold on a Fort William basis? 

A I don't know sufficient about grain rates to ans= 
wer that. That has always come up in rate making and the 
understanding of rates within Canada. The argument has 
always come up as to whether they do or do not pay their 
Way. I think this is the proper place for it to be brought 
up, and this Commission will undoubtedly look into it. 


Q I agree entirely, but I wondered on what basis 
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-2949- Mr. Bolton,re-cr, 


you felt that the primary producer of grain did not pay the 
freight on his product? 

A All I know is that conditions are different since 
the last time they were investigated. I am not getting 
into an argument. 

Q When I was discussing it with you first I gained 
the impression that because the wheat board has taken over 
the actual marketing that you felt there were somewhat 
different factors in the marketing of grain, but you did 
not suggest to me that the farmer did not pay the freight? 

A No. The man following me is an expert on grain 
rates, and I suggest that you bring the matter up with him. 
I am quite sure he will be ready to answer any questions 
you have on it. 

MR. O'DONNELL: I have no questions, 

EXAMINATION by MR. COVERT 

Q When you talk about the Crow's Nest Pass rates I 
Should like to find out if you think the Commission should 
ence and fornall,\for example, find that it is in the 
national interest? 

A It might not be in the national interest today 
where it was under past investigations. 

Q At page 5 you say: 

"It would be our contention that if the Com- 
mission finds, due to the national interests of this 
country that these low rates be maintained...." 

My point is Supposing they did investigate and came to the 
conclusion that it was in the national interest. Do you 


think they could find now that it was in the national 
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anverest for al] time? 

A No. 

Q Or do you think that would have to be Subject to 
continual review? 

A That is right, continual Surveillance. 

Q In other words, that would have to be determined 
from time to time in some manner, perhaps by another Com- 
mission in years hence? 

A that 1s vrene: 

Q Have you any suggestions as to what considerations 
should be used in determining the meaning of that phrase, 
"national interest"? 

A There must have been a very good reason for 
their establishment in the first place, and with that in 
mind surely an investigation would be able to determine 
whether the same reasons exist, or whether others have 
come into the picture to warrant the granting of these 
low rates and the maintenance of them, 

Q Presumably it was to ensure that the grain could 
move and compete in the export markets of the world? 

A That 1s yvight. 

Q And presumably it was felt that this was such a 
large area, and that there were so many people involved, 
that that in itself constituted national interest? 

A WaaG 8. Piet. 

Q Would you think there were any other factors 
Chat enter into that phrase, "national interest"? 

A we don tS think so: 

Q It is the volume, the value and the number of 

people? 


A The value of it to the national economy of Canada. 


-2951- Mr. Bolton 


COMMISSIONER ANGUS: @. When you speak of the 
difference between these two rates, what are the two 
rates? 

A I could not answer that. There are Set rates. 

In other words, my understanding is that the rates that 
were eStablished in 1897 are still being applied to grain 
movements today, and of course we are asking that the Board 
be allowed to say whether those rates are paying their way 
today; in other words, establish what they would pay if 
there was not any national interest matter to the thing. 

Q But you say, "and that the difference between 
these two rates be subsidized by the government," 

A Yes, the difference between what they are paying 
today and what the Boara would set as what they should be 
payin. 

Q What it is equitable they should pay. 

A Yes. 

Q You believe the difference between ‘what they are 
paying today and what it is equitable they should pay 
Should not be paid by the shippers of grain? 

A Not by the shippers of other commodities, but as 
a subsidy from the government and paid by all people. 

Q I am not quite clear why the Board should not, in 
your opinion, actually raise the rates to rates it thinks 
equitable, 

A Because of the national interest. The same 
national interest that established these low rates may 
Still be there, 

MR. COVERT: Q. You take it in three steps. As 


I understand it you say first that they should find out 


Ae 
Bee” WO 


v 


“yt 
Sd 


. ees 


4“ 


-2952- Me. Bolten 


what it costs, 
Theat is-night < 
Or what a fair rate would be? 


That is right, 


oO — OD *& 


Secondly they should determine whether it is in 
the national interest? 

A That is right. 
Q 


u 


To keep a low rate? 

A thet is right. 

Q And third if they so find then there should be a 
subsidy? 

A That is right. 

Q If it were found that the rate was low then you 
think it should either be done one way or the other, 
either raise it or leave it as it LS eno wcubsidi eeiGe. 
but you would really be in favour of repealing. all ‘of: 
these so-called Statutory rates and leaving matters of 


that kind in the hands of the Board of Transport Commis- 


Sioners? 
A Yes, sir 
Q And on this basis of common understanding and so 


on, and what you really Say here is that since the rate 
was put into effect in 1897 fifty-two years have passed, 
costs have gone up and it should be investigated? Common. 
sense says so? 

A That Le teh t.. 

Q That is your position? 

A Yes, 

Q Would you suggest that should apply only to grain 


rates? Do you think there are other low rates which should 
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be investigated in the asame manner? 


A Yes, I think so. .f believe there are other low 
rates. 

Q Have you any in mind? 

A I would suggest, on another basis, the schedule A 
rates, 


Q In other words, they were set in 1907. 

MR, EVANS: They have been increased with all the 
increases. 

THE WITNESS: They have taken a portion of the 
increase, but I think the bases of them are stili to, te 
Proven. In other words, I do not think the competitive 
factors, or whatever went in there to make those low rates, 
exist today. 

MR. COVERT: Q. That is, if they were low when 
they were set, and if the competition has changed, the 
Subsequent increases have not taken care of the matter 
compared with other rates? 

A eee ethnic SC. 

Q That is your position? 

A mes 

Q I think Mr. Evans' suggested that these Schedule 
A rates could not be increased without the approval of 
the Board. What you say is that since they were far lower 
than the distributing rates in the west the railways 
Should have asked for more than a el. per cent increase in 
the case of the Schedule A rates? 

A If the competitive factors have disappeared. 

Q You say as far as the rail element of competition 


from the United States that has disappeared, and that 
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295K. Mr. Bolton 


leaves truck and water competition left. 

A Yes - wait a minute. I don't think truck com- 
petition entered into those if they were established in 
1907. 

Q No. As to truck and water competition have you 
any views or any knowledge as to that in the east? Are 
you prepared to express an opinion as to whether or not 
truck and water competition is great enough to keep the 
Schedule A rates so much lower than the distributing rates 
in the west? 

A You keep bringing trucks into this. I would say 
if trucks were put under the Jurisdiction of a proper 
board that it would do a lot to eliminate that particular 
type of competition. 

MR. EVANS: May I help you? There is no truck 
competition in those rates and there never has been, 

THE WITNESS: You notice I mentioned P & D 
tariffs which are motor compelled rates, and are again 
lower than the Schedule A rates, 

COMMISSIONER ANGUS: We will have to adjourn 
now. 


--- The Commission adjourned at twelve noon until 250 
p.m, 
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2955 Mr. Bolton 


Be Un resuming at 2:30 Dwi. 


Mr. G. R. BOLTON, Recalled 
i eC ailed 


MR. COVERT: Q. Mr. Bolton, on page 6, in the 
last paragraph of the middle section, you deal with the 
costly navigable waterways, and you Say that some form of 
tax should have been placed on these services, Are you 
recommending that such a tax or toll Should be placed on 
the canal system today? 

A. Yes. There should be some levelling there in Saeee 
that the railways are not forced to meet competition, 
possibly, from waterways which were built with taxpayers! 
money, 

Q. Do you know whether or not there is any agreement 
withthe American government with respect to some of those? 

A. I understand that there is. 

Q. And possibly that prevents the tax or toll? 

A. That is possible. 

Q. I wondered if that is whynyou refer.toythe past 
rather than make a recommendation for the future? 

A. Quite so. 

Q. I want to take you back, for just a minute, to the 
early part of your brief, where you summarize the comparison 
of Newfoundland with Vancouver. Have you any figures, at 
all, on the income of the people, by way of comparison? 

A. You mean, from the Standpoint of their standards of 
living? 


Q. Yes? 


HH 
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A. No. I would assume that Vancouver igs higher; at 
least a portion of it. 

Q. Have you worked out, at all, the Situation between 
the two, as far as natural resources are concerned, based 
on population? 

A. No, not any more than just the figures I have under 
the economy heading. 

Q. In connection with this establishment of a minimum 
rate, is the idea of the -minimum rate to meet the cost of 
Service or to meet competition? 

He) Loishtol mee tilthe cost of service, 

Q. And on the point of cost of Service, perhaps you 
are not in a position to elaborate what you mean on that; 
youjust mean all costs? 

ae. Thate is right, all costs, 

MR. O'DONNELL: Including a reasonable DPOLL Tt. 

MR. COVERT: @. Perhaps Something similar to 
the method used by the Public Utilities Commission, which it 
used in figuring rates for trucking in this province. Are 
you familiar with that? 

A. Iam not too Paniliae with 1s, PP ae think that 
we have better control of our rates than any place in Canada, 
I think you have to walk before you run. Undoubtedly we shall 
better our position Still further in that line, 

Gaus Indeon Ware Ly ACES paragraph before the LAS Ty it 
would seem that you feel there is a lack of power in the 
meT.C. to set minimum rates,and that there is a lack of 
control over motor Carriers, and that these two items 
constitute a major factor in bringing about inequality and 
lack of uniformity in the rate Structure in Canada today ? 


A. I believe they create a hazard and that there is the 
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possibility of unremunerative rates today. 

Q. If you started out by having a uniform mileage 
scale, and based other rates, such as class Paves. (OM a; 
this would go a long way towards the desired uniformity 
and equality throughout the country, would it not? 

hp. inat is’ right. 

Q. And you say that it is your opinion that the 
accomplishment of these three things would go a long way 
towards that uniformity? 

A. I believe so, 

Q. You believe that those are the three principal 
factors, in your Opinion, in rate inequality today? 

ns wes, 

Q. And you feel that such things as constructive 
mileage and statutory rates should be abolished? 

a. yes. They should certainly be investigated under 
present day conditions. 

MR. O'DONNELL: Q. It has been suggested at 
different times that before a new rate could be initiated 
or an old rate changed, particularly with respect to a 
competitive or a commodity rate, that the matter should be 
Submitted to the Board of Transport Commissioners for their 
consideration. Have you any views on that matter? You do 
a lot of shipping, I take it, or your organization does. 
You are practical traffic people? 

A. I would not subscribe to that, 

Q. You would not subscribe to it? 


he No. 


& 


- You feel it would delay business and the ability 
of the shippers to get their Shipments out and handle their 


traffic? 
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Be 460, Sy. 

Q. Would you care to elaborate on Caw, at iat? 

A. I feel there are always shippers who have large 
Shipments; there are always emergencies arising in which 
you wish to reach a market, possibly within a set time 
and within a range of rates that you are able to pay; and 

the traffic personnel of the Shipper would have to have 
the ability to negotiate rates directly with the carriers, 

Q@. 4nd quickly? 

A. And quickly. 

Q. And get an answer as to what the Pate wcould. bes 
in order to take advantage of a given market? 

me Inet is right. 

Q. dnd you think, therefore, that there is an 
advantage in not having the restriction; ‘so long as it is 
within the ceiling and over the floor that you mention, and 
that there should be freedom of action between the shippers 
and the railway? 

A. That is right. And I would go so far as to say that, 
possibly, the time has come to review the situation in 
Canada as to whether we should have reparations, 

Q. Would you want reparations to work both ways? 

A. Absolutely. 

Q. ‘nd if the railway rate was found to be too low, 
then the rate, if established, should be retroactive? 

in Yes. 

Q. And,in order that there should be reparations ; 
it should be a matter which worked both ways? 

A. Absolutely. 


Q And if the railways had overcharged on a rate, they 
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would return the money; and if they had charged too little 
for the rate, then there should be a retroactive effect 
given to them, just as in the other case? 
A. I would agree with you. 
@. That is fair Cnough, thank you. 
THE CHAIRMAN: Are there any other questions? 
COMMISSIONER INNIS: Q. I am not sure about the 
page, I think it is on page D3 no, page 4, you say: 
"We would humbly submit that the Crows Nest Pass Agree-~ 


erik ys) 


» and two paragraphs above that you ‘sa: 

We would ask what better inducement. 0), . Could 
one infer from that that you were, perhaps, favourable 
to a Maritime Freight Rates Act in the west comparable 
to that which exist in the east? 

A. No, sir, I do not advocate subsidies. We do not 
want them in the west end we sec no reason why they 
should be applied elsewhere. 

Seralt Le 4t is politically inexpedient not to 
remove the Maritime freight Rates Act in the east, do you 
feel that there ought to be a Maritime Freight Rates 
Act in the west? 

A. No. I would still want my rates to come from the 
Board of Transport Commissioners. 

Q. That is to say, this enormous advantage does not 
mean anything in particular? 

Ms No. IT do not think so. 

Q. And on the second to the last page, you say that, 
"Another factor that leads to these low remunerative 
Bates" .....have you discussed the whole problem of 
amendment to the British North America Act that would be 


necessary to carry tbat out, particularly 
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your last sentence? 

A. Youare dealing with a minimum rate? 

@. You further contend that some governing body 
Should be placed in control of motor transportation? 

A. You say that it would require a change in the 
British North America Act? 

Q I assume that it would; and I wondered it you 
had given any-attention to the problem which would arise 
as to the federal control over motor transportation? 

A. No, I have not, no. 

THE CHAIRMAN: Are there any further questions? 

MR. FRAWLEY: ©, Was this brlef.athen, prepared 
in ignorance of the Lect "Chat. to require a province to turn 
Over its control of intra-provincial traffic might require 
an amendment to the British North America Act? 

A, No, I am not in ignorance of that. But this 
Commission is in a position to make recommendations to 
meet this situation. It is up to them whether it should 
be done, 

Q. Well, let us Say, the brief was prepared without 
much consideration of the fact? 

ae, that 4s possible, 

THE CHAIRMAN: Are there any further questions? 
If not, thank you very much, Mr, Bolton, 

MR. COVERT: Mp, Chairman, before we proceed with 
the next brief I was going to say that there ig going to be 
a change in the order of the briefs. But before taking up 
the next one, Mr. Sinclair has Stated that he wishes to make 
a statement in order to carry out an undertaking he made 


yesterday to the Commission, 
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MR. SINCLAIR: Mr. Chairman, yesterday I said that 
I would ascertain how the grain off the N.A.R. was moved, 
at volume 15, page 2767. I have now secured that informa- 
tion. I have been instructed that the grain off the 
N.A.R. moves via the Canadian National and Edmonton, until 
such time as there is required equalization of tonnages; 
and then, in that relatively minor item, it is equalized 
with the Canadian Pacific. 

MR. FRAWLEY: Would you mind amplifying that, and 
telling us what the expression, "equalization of tonnage" 
-- requiring equalization of tonnage, means? 

MR. SINCLAIR: As I stated yesterday, grain off 
the Canadian Pacific in the Edmonton area was turned over 
to the Canadian National add pulled to Kamloops and then 
turned b2ck to the Canadian Pacific. But grain off the 
Canadian National in the Calgary area was turned over to 
the Canadian Pacific and drawn by the Canadian Pacific 
up to Kamloops where it was turned back to the Canadian 
National. The relative tonnages moving on those ‘two 
movements are brought into equalization by the transfer 
er tonnages ©fr the N.A.R., but the comparison makes the 
movement off the N,A.R. move mostly by Canadian National 
via Kdmonton. 

Mi, RAWDEY;- Thank you, Mr. .Sinclair. 

MR. COVERT: Mr.Chairman, there are one or two 
people from out of town with briefs; and it has been sug- 
gested that the next submission be No. 6 on the agenda, 


that of the Surrey Co-Operative Association. Mr.Creelman? 


MR. B. G. CREELMAN, Called. Examined by Mr.Brazier. 
MR. BRAZIER: Q.-Mr.Greelman,.whet is your position 


with the Surrey Co-Operative Association? 
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A. General Manager, 


Q@. And the “urrey Co-Operative carries on its 


Operations in the Fraser Valley? 
ev. PITHSE TS Pie, 


Q. And you have a brief which you wish to present to 


the Commission; SO would you please proceed to read it 


intothe record, 
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MR. CREELMAN: 

Mr. Chief Commissioner and Honourable Members of the Board: 
The Surrey Co-Operative Association is a cO-Operative owned 
by the farmers of the Lower Fraser Valley who are engaged 
in the production of dairy, poultry, and hog products 
mainly, with some vegetable and grain growing as well. There 
are over three thousand, three hundred members, 95 per cent 
of whom are farmers, and they purchase their feed, hardware, 
groceries, meats, and petroleum products co-operatively, 

There are two main points our Association would like 
to present to the Commission which have a definite economic 
Sirect to the disadvantage of the farmers in the Lower 
Fraser Valley, and to which the Surrey Co-Operative 
Association asks the Commission to give earnest consideration 
when making their report to the Government of the Dominion 
of Canada, 

(1) We request “the establishing of the same rate on 
feeds used for domestic consumption as now pertains to feeds 
for export. 

There has been a discrepancy on certain feeds between 
€xport freight rates and domestic freight rates from Prairie 
points to British Columbia ports for many years, and the 
farmers of British Columbia, who are dependent on these feeds 
to a very large extent in the cost of production of poultry, 
dairy and hog products, ask the removal Of this injustice 
by lowering the domestic rate to equal the export rate on 
these feeds, 

There is nowhere else in Canada where this Situation 
exists as the €xport and domestic rates on feed moved from 
the Prairie Provinces east are exactly the same. 


There are actually three freight rates charged on feeds 


ey. ae 
. vi 


7 : Pee pe a : 
pheeeit sity cent odo proton. Ets Yona Repiouno aie 
seryy BVLIB ego Go © ft aphh gt Omeeh ey kd gteMO=OD ‘gore 9 
; : ; 
ane te MeL adeTe od ty So eos eee ta 


Sas. atin = Saran te Sots sibetqd: aitt b> 2e 
: en st Seonsv saftieote Apis ezectiiens 


yon .Jasy Sh nniwot theta PRA Se Sees 
Bicr 
iy ie ‘gore: sone {END one 


paniten Detbaed eu GIee 


vat ‘hie es Sirs? SEs ‘aif o 7 


Loxtsq Bite etna, aehTsseaee 


‘cam awd Ste Heat 


eo slg of +nesste oF 


FES DEE 3 © wey PSR CE eS 3s Spee fea +3 
oe ‘ pipes 7 Pe oe oe ae bi 
‘ cei’ HIT 20 Red ‘qoneekeD say oy toate 


ren, ahs Fl Fer ig) $2" 


2 Gad) Tete) es yf a im + 
") 
ie re ecitaces : cee Si va a ae ee aorta ef} ba) wy 
oe eral ft ic2 - eat! Ors | et tht = oe oe ‘ ih 2 e$t hee wy 5+ 
we F yee. eet Reale . SS it ot aie Ed 
Bac cats tired aA =i) i] se By i 4 tj xT JS { 4 oS oft ‘. ‘ Bam aif 
te ey, Erts 30 
; A i eae ” - oem ep ee ee 7h 
See heck Mba rit ty ¥ Sead Seu Lo qelve ls ‘eP { -_) 


wiveerdp Or bewu vhost 


. wisoqae ot 


: we) 
iiteoh a ad 250 of aintt 
s tS 


aes at eos: > Fe tie) * eB re n a Bye , “kaw 4 we 


rf . a 
Ce er hl ¥ 7 _ 4 % et 1S PY a + 
ee Sy ee) Trertti é ; iif “alk fa rt igi +4 Ogre 


ie ee eo hee FEE as ; 
4 Pea winceton peti Tae. oF ainteq 


fr: > Ms t ete i ‘ t we a : 
at SER? I FG ee oT Poin deisowe FO BT SVE 
: s : > 2 arty 1 sot) eet Yuoy 


2964 Mr, Creelman 


coming into the Vancouver area from the Prairie Provinces 
and we will use Edmonton or Calgary to Vancouver as the 


basis of these comparisons, 


Domestic rate based on C.P.R. tariff W849 - 413 ¢ per 100 lbs. 


Domestic rate based on C.F.A. pa oe 30¢ per 100 lbs. 


Export rate based on .P.R. MG y= 20¢ per 100 lbs, 


The domestic rate applies on all feeds used domestically 
which will not qualify to come under C.F.A. Tariff 145, 

C.F.A, Tariff 145 provides a 113¢ reduction from the 
domestic rate under Cahn. Tarere W849 on certain feeds if 
they are to be used in a certain manner by the consumer, 
and if they are of low quality in certain cases, and if they 
are used in this manner and milling in transit rates are not 
applied. For example: 

Wheat-Grades No, l Hard Now 3 Northern, No, 2 

Northern, No. 1 Garnet, and No. 2 Garnet cannot be 

Shipped on C.F.A. Tariff 145, 

Millfeeds cannot be Shipped under C.F.A. Tariff 145 
if milling in transit rates have been used. 

Export rates based on C.P.R. Tariff w778 applies on 
these same feeds in the same box cars over the same railroad 
from the identical Shipping points and unloaded at the same 
destination as far as the railroads are concerned. When they 
render comparable Service as above, going east from the 
Prairie Provinces, they charge comparable rates. The farmers 
in the Lower Mainland of British Columbia object to the 
unjust discrimination against them as compared with other 
parts of Canada. 

Our Association covers only a fraction of the Lower 


Fraser Valley area and the following figures are only covering 
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the Surrey Co-Operative Association's Operations, 
consequently, are only a fraction of the amount involved in 
the whole area affected, but I have quoted these to show you 
that it has a very definite effect on the economic well-being 
of a large section of the people of Canadas, (Our Association 
imported from the Prairie Provinces during the year 1948, 
thirty-one thousand and thirty-two tons of poultry, dairy 

and hog feeds from the Prairie Provinces, and the difference 
on the export and domestic rates based on Cer Age Parier 

145 would amount to Sixty-two thousand and sixty-four dollars 
($62,064). However, all of the above tonnage was not brought 
in under C.F.A. Tariff 145 as part of it could not qualify 
for C.F.A. Tariff 145 and the domestic rate under Cabral 
Tariff W849 had to be used, so if the export rate applied, 
the difference would have been actually greater. 

As the volume of grain shipped tc Vancouver or New 
Westminster for export is greater by far than the volume 
Shipped to this area for domestic use, we feel that as the 
Service rendered is exactly the same, that the railroads 
Should drop the domestic rate to the export rate. 

(2) Our Association, on behalf of the farmers of the 
Fraser Valley, further request that terminal rates be 
granted all Fraser Valley points. 

There are only certain points in the Fraser Valley now 
enjoying terminal rates and these points are either onthe 
main line of one of the Trans-continental railways or have two 


railroads servicing them. For example: 


Page 2967 follows 
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"Abbotsford, Clayburn, and Huntingdon are not 
on the main line of either of the Trans-continental 
railways but are served by the B. C. Electric Railway 
and a branch’ line of the C.P.R. and any feed coming to 
these points via C.N.R. must be Shipped in over either 
B.C.E. or C.P.R. lines, and while these points enjoy 
terminal rates, we in Cloverdale, twenty-three to thirty 
miles closer to New Westminster, pay a three cents 
(3¢) per 100 lbs. differenticl. Chilliwack, Mission, 
and Fort Langley, being on the main lines of the 
C.P.R. or C.N.R. enjoy terminal rates." 
We believe there ig discrimination against 
certain areas because of these areas not receiving terminal 
rates. 
The Lower Fraser Valley is becoming important 
as an industrial area as business Such as manufacturing, 
wholesaling, and warehousing tends to decentralize end 
move out from Vancouver and New Westminster, and we re- 
quest that the Lower Msinland be zoned to grant the same 
freight rates covering an area which is serviced by com- 
petitive firms regardless of their location in a given zone. 
We appreciate the opportunity of presenting our 
case to the Commission and 2sk that you give these two 
points your consideration because we believe they have a 
definite economic effect on this section of Canada. 
The above is respectfully submitted. 
MR. BRAZIER: Q. Mr. Creelman, in the first 
place, I presume that you do not hold yourself out as a 
Pate expert at all? 
se mat ts Tish. 


Q. And it has just fallen to you to present this on 
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behalf of the Association becavise you are the General 
Manager? 

A. tacos heer ght: 

: Now, on page 2 when you are Speaking there in 
the paragraph numbered (2) of terminal rates, you are not 
Speaking there, I presume, of terminal rates in their 
technical sense, but rather the foneral wates. to: the 
terminal areas of Vancouver and New Westminster? 


A. That. is. right; I. am Speaking of the terminal rates 


that apply to feed to Vancouver and New Westminster, that 


Poe eLent:. 
Q. These places that you mention, just for the 
information of the Commission -- Abbotsford, Clayburn and 


Huntingdon, and Chilliwack, Mission and Fort Langley -- 
they are all in the same general area? 

A. The same general area, the Fraser Val bevy. athnat. a6 
Bien. 

THE CHAIRMAN: Any questions? 

CROSS-EXAMINED BY MR. FRAWLEY 

Q. Mr. Creelman, what you are saying, dealng 
with terminal rates, is that New Westminster for instance 
would pay the rates which you show on the first page of your 
brief, the 414 and 30 cents end -- well, those are the two, 
two domestic rates, 414 ond 30 cents. New Westminster, 
for example, and Abbotsford and Clayburn and Huntingdon 
would pay rates of that kind, but you at Cloverdale must 
pay more 

A. That is right. 

Q. Three cents more? 

A. Per hundred pounds. 


2. Although the distance travelled is not any greater? 
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A’ Well, I would say the distance from east to west 
is not any greater than Port Langley. Lf i8 all in a 
given zone, though, you see, and it does not entail any 
more -- we happen to be 2 little closer to New Westminster 
than Abbotsford, I would say 23 miles possibly, but I do 
not think we are any closer to Westminster than Fort Langley. 

Q. Then why does Abbotsford get the New Westminster 
rate: 

Bs Because there are two lines serv iICi ig Tt.e the 
B.C. Electric as well as a branch line or the SPeR : 

Q. So, regardless of whether it is more miles to 
traverse from the origin, it gets the terminal rate, because 


there is competition there between the railways? 


A. I expect that is the answer. 
Q. Well, we will let the railways carry it on from 
there. Now, on page 2, when you are speaking’ of some of 


the feeds which you import not being able to qualify under 
tariff 145, it means that you did have to import some feedag 
some grains, from the prairies at the hisd provided under 
C.P. tariff w849. 

wy That is right. 

2Q. Now, could you tell us or could you find out what 
percentage you were Pequired? to lmport at Lis¢ as against 
the bercentage which you were enabled to import at 30¢ 
under C.F.A. tariff 1459 


a I could not get that accurately to-day -- I 


would get it accurately within a day or two -- but I can 
give you an estimate. Mill feeds principally come the 
domestic rate -- bran, shorts, millings. 


Q. When you Say the domestic rate, the full domestic 


rate. 
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A. The full domestic rate. 
9. hisé.cents. 
A yy cents; and the reason they come is because 


milling in transit has been applied by the millers of 
those mill feeds, and they ship it on that basis. 

S., They ship it on the Straight domestic rate of 
ise: 

a ues. 

Q. Now, how important is that in the industry which 
you represent, in the feed industry 

MR. SINCLAIR: He does not represent the feed 
industry; he represents @ co-op. 

MR. FRAWLEY: Well, he is in the feeq industry’, 
in any event. 

THE WITNESS: It is quite important to our 
ASsociation. I would say possibly 20 per cent of our 
imports would be mill feeds, of those figures: that is 
just an approximation. 

Q. So that as to the Hieure Of 31,032 tons which 
you Imported in 1948, about 20 per cent would have to 
Come on the 414 cent straight domestic rate? 

A. Approximately, yes, 

Q. And you would be able to get 80 per cent on 
the lower rate of 30¢ which is provided under C.F.A. 
tariff 1459 

A. That is right. Those are Vancouver rates. 

We had the 3-cent arbitrary. 
Q. Yes, but I mean dealing with Vancouver rates.- 


Thank you. 
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MR. SINCLAIR: To gave time, Mr. Chairman, I 
would like to defer most of my cross-examination with 
regard to feed grains until the brief of the Feed Manu- 
fecturers' Association is presenved to the Commission; but 
there are a few questions, two or three, that I would like 
to ask Mr. Creelman. 

CROSS-EXAMINED BY MR. SINCLAIR 

Q. On page 1, Mr. Creelman, of your brief, in the 
third paragraph under point 1, you state: 

"There is nowhere else in Canada where this 

Situation exists as the export and domestic rates on 

feed moved from the Prairie Provinces east are 

exactly the same." 

Now, I suggest to you, Mr. Creelman, that that is Incorrect. 
as the domestic rate on grain to the ports of St. John ana 
Halifax is 55¢ and 59¢ respectively over the Fort William 
rate, while the export rate all-rail is 36¢ in the summer 
and 42¢ in the winter over the Fort William rate to both 
ports; did you know that? 

A. I am not a rate expert, and I perhaps did not 
Know that, but I would assume possibly that is right, because 
it is very much further away, but the rate from the prairie 
point we will say to Fort William, whether it is for export 
or domestic, is the Same; that is really what I meant. 

Q. Quite so; and that is because of the Crows Nest 
Pass agreement and the historical position of that rate, 
While the low export rate to British Columbia was a con- 
cession which made the port of Vancouver, in the words of 
Mr. Greer, and which was conceded, which was ordered by 


the Board of Transport Commissioners --- 


She: eh: ae aeUety,. Too, eames ae ras 29Be nO. 
OAR Hee ait eae 2. esting 8 


Brit) acme: ene) re ates, oneness oe Bes al - 


+i? Bo SPREMS rot Taek 7 7 
a 4 


da eae mien! Ere fia: 
oder, Rewer: noel 


Bares pecs! EVENT. RL 
"epee dey Barnet oiteese 7 


=i: ae ee fayt ee: teat: Bae 


oemecemek sad! Pedi mapas 
Ba Pa ee TS. ee oie Ge wits ie age er vaenee och ae 


riavktoowwes HP hae, See at sph: 


“ap at 


eine ae Sey. «cit Acc’ y 


gaat ae we Ok wl Piat-Ele) ooo Gaegee = set athe is 
; aod oe eee mc the trot ety nu rete -— th oak a 


) ir = “7 one WOR pare bib taming 


- yt ey 2 am " ars a ~ . aaah a al ; 
Bae Hib etirised Lhe oe eke Ses Jon we 2) Lae ws 


meee cadets oe fet eitieeor omens Oise y deat Se 77 
nd 


series pas MoOVT Syst Sip cud. yew? giairl. cone wow) of at 


ECGS $03, et od wertzote .me pPrw gr & deaqghe Fite aw Sake 


= 
if 
D 
Be 
oo 
S 
ee 
on 
2 
-_ 
‘Se 
: 
o 


tiled Leen 
toon aot), wae 0 ehaosn ks | 
sphere ra, Seat L245 } feplacsard sit? bat cnemswrpe ae 
a9 ee, ae leas a> ieisiae of ¢3H% arogRe wat one Shine 
he Aine, ye ovusgne? im sno SAP Shag ast wh ane 
: a ca beanie ow rfgtth: -babyorins dew totdw Prin 3 
i. ae pione Laadmuco ger eceete eT DT See 


- 2972 - Mr .Creelman,cr-ex 


MR. BRAZIER;: You say it was Cone sded 24l think 
it was granted after a Very bitter fight. 

MR AY SING LATR 16 T changed that word, Mr. Brazier. 

THE WITNESS: The point that we make is this: 
the farmers in the Fraser Valley are not receiving the same 
treatment as the farmers in the east . I do not know what 
the cause of it is, whether it is the Crows Nest “ass or 
that it is -- I am not familiar with that -- but we do know 
that they are not afforded the Same treatment as the 
farmers in the east. 

MR. SINCLAIR: . What you are paying ie ‘that 
you think the domestic rate and the export rate should be 
the same, in spite of the fact that the Board of 
Transport Commissioners on the application of your 
Association went into the matter very, very thoroughly, 
and found, after a full hearing, and in the exercise of 
their discretion, that such treatment was not warranted? 

Be Yes, we did not agree with it. 

Q. Now, you spoke of mill rates to my friend Mr. 
Frawley, and that Shipping on milling transit rate is a 
choice of the Shipper; that is COYTECU OH Ssiit: noe? 

; Ll expect it is. 

Q. Now turn to page 2 if you would, Mr. Creelman. 
There ig a point» here I) find just a little ait?) cule to 
understand. You say that your Association, if you had 
the domestic rate and the export rate at the same level, 
would save $62,064; now, T Suggest to you that you would 
not save that at all, because you have 2 subsidy that 
“pplies of 30¢ a hundred, and the effect of equalizing the 
domestic anq export rates as far as you were concerned 


On the large majority of your feed would be to reduce the 


ARIAT Ae 


eoucgatd view = fetTs Rescety sem 
| . 


eer oh. 7 REARS A Gh) 


BB ES 


sete "4 Sat pa oe : ’ tj cee EEE 
ore Ie € Ae eae S oT “J 2 =) 7 ‘ is i 
3 W coos 


oy ae of th oe 


ot" lanes AS Tyee TSR call rocks Patil : 
Apes es dd oh arSerny 


| + Efyoda & Senaea SHih-prie of oTkgenon ait aiiadoees 


” See ue oe . a eae ot i ~ ‘ ‘ nae 
‘ eae cs { wrcoets oy may : Lae < e ah} " i ; 


: ; " 7 a “Pf  ~ Smsa kl ¢ 
on { : 4 4 <2 ~= i. 
< ae : — Hetertes Meso Om eqacmstt: 
*eermoy -j0 CHS ‘f 
ee y 
7 caer eres 5s Le va a OPES 4 coun} ee £38 tooset 
it teweawed >, Sekay CMe Sboss S ; IM : 


ee oe 7 wi Faroe toy erties F T a ; wy es > 4 teaso't bees y 
den} e-das - pert .aondevoalh thd 


nies 


Ccirus , bosepiynitek se noe ; 


S) Bite. "Wo SEs g Bolu B oboe er 
5 


- 2973 - Mr .Creelman,cr-ex 


emount of the subsidy and not result in any saving to 


your- Association? 


A. I do not think I said our Association would save 
that amount of money. I said --+- 

Or "Our Association", and go on, "would amount to”, 

A. ese buttinedidrenot Say we would save it. 

Q. I see; that was not the inference 


A. Nojyenatratnell. 


Q. I see; you were just looking after the Government's 
money? 
ie) if you can assure us that the Government will con- 


tinue to pay that indefinitely, why, we will be very happy. 
Q. Well, maybe you don't need it any more, Mx. 

Creelman; that is something for the Government to decide. 

By the way, when yourraise that, the railways were very kind 

to you too, were they not, and gave you 113¢ Geduet ion? 


es Tamer RAS s 


Q. Yes? 
A. Metsss rience 
Q. That is correct. Now, will you just go down to 


your second point, where you are dealing with these terminal 
rates; I suggest to you that Abbotsford, Clayburn and 
Huntingdon do not receive terminal rates -- that the 
Peason why you may have come to that conclusion is that 
the mileage rate makes lower than the terminal rate to those 
points; is that not righ? 

A. I do not know, Mr. Sinclair, whether that is 
right or not. I know that they receive the same rates as 
Vancouver and Westminster. 

Q. Yes, but I suggest to you that the reason for that 


is that the mileage rate makes lower? 
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I doubt it, but I do not know. 
ay Well, my information from our treffie officers alee: 
that that is the explanation for those Points. Now, I 
would also suggest to you that terminal rates only apply 
on terminal traffic and intermediate points on terminal 
lines, because of the provision in the Railway Act regarding 


the long -haul-short -haul DrINCIple:, is that right? 


A, ido -not«-know. 
Q. I am instructed that it vee Now, there is one 
dther point in here, You talk about your arbitrary at 


Cloverdale or your excess at Cloverdale of 3¢é a hundred. 
Now, I suggest to you, Mr. Creelman, that point being 
served by the B. GCG. Electric, that there is - two-line 
haul involved and that the Canadian Pacific orthe Canadian 
National connecting with the B. Cc. Electric or any other 
line has to have a division of the revenue, and therefore 
there is normal in rate-making a higher rate on a two-line 
haul than there is on austraigh: line: dig you know that 

Pox It does not apply to Abbotsford, Huntingdon and --- 

Q. But they are joint points: I am talking about 
Cloverdale, your point; you said Cloverdale there? 

As I do not know whether the revenue is based on 
that 60¢ a ton; I do not believe that is the basis on 
which the two railways divide that revenue. 

Q. Oh, quite so; it may be that the Canadian Pacific 
Or Canadian National have to give more to the B.C.Electric 
chan the 3¢, but the principle is that on a two-line haul 
the rate ig always higher then on a Straight-line haul, 
because of the division of revenue? 

A Meli, it is not on those other points s0 a3 not 


Know that it Mao, 224¢ 4s, 


ey 
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Q. Well, they are competitive. 

MR. O'DONNELL: There is no competition involved 
at Cloverdale. 

MR. SINCLAIR: No; Cloverdale isa local point on 
fest. Blectric. 

Those are all the questions i have on this, 
reserving my other questions until a later time. 

MR. O'DONNELL: I have no questions, my lord, 
other than to say that this whole matter has been reviewed 
several times by the Board, and it might be heipful to the 
Commission if I should Just indicate the three cases (among 
others, I think) in which it has been discussed. 

In the Province of British Columbia versus the 
Canadian Freight ASSoctiavion, 30 -C.-.C.. 5953; in. the 
General Freight Rate Inquiry, which will be founda reported 
Bieosee.n.C. at 127 and following; but especially in 43 
Canadian Railway Cases at page 97, where this co-operative 
Submitted its own case to the Board, and in which it is 
fully discussed. Tnere is’ just ‘one paragraph in the 
headnote which might be of use to the Gommission. Lions 
the Board's Judgment rendered on the 3rd of genuary, 1935. 
and part of the Summary in the headnote reads as follows: 

"The matters involved in these applications 
have previously been dealt with by the Board." 

Then it goes on: 

"The Board has repeatedly ruled that a lower 
rate on export traffic is in itself no evidence of 
unjust discrimination, provided that the local rate 
i8 a reasonable one. In the absence of unjust 
discrimination or undue preference prohibited by 


the Rilway Act, its function is to ascertain the 
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reasonableness of the Pave; and at 1s beyond its 
powers to attempt to equalize Beographic, climatic 
or economic conditions. It has been recogni zed 
that there is no necessary reletion whatever between 
domestic rates and export rates. The primary test 
of domestic rates is whether the rate be reasonable 
and fair. Whether unjust discrimination in rates 
exists ‘depends upon the particular facts and cir- 
cumstences found to exist in each case." 

I have no other questions. 

MR. COVERT: No questions. 

THE CHAIRMAN: All right, thank you very, much. 

MR. COVERT: The next Submission is that of the 


British Columbie Federation of Agriculture. 


C. HEADEY, called 
EXAMINED BY MR. BRAZIER 

Q. Mr. Headey, you are representing today the 
British Columbia Pederation of Agriculture? 

Ae Biac is: right. 

Q. And in what capacity do you serve in that 
Organi zation? 

A.As a director. 

Q. And you were appointed chairman of &. Trelenc 
rates committee that was formed recently; is that correct: 
Yes, very lately. 


Just recently? 


eo) ee a 


Yes. 
Q. I presume you do not hold yourself out as a rate 
expert in any way? 


A. No; I am just a farmer. 
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Q. Would you proceed to read youD Dbrver Trtostie 
record? 
A. Mr. Chairman and gentlemen: 


The British Columbia Federation of Agriculture 
is a farmers' organization embracing 211 branches of 
agricultural production, including the dairy farmers, the 
beef cattlemen; hog, sheep and poultry producers; field 
crop, fruit, vegetable and seed Growers; with a membership 
of approximately 1550005 It is also the Provincial 
Section of the Canadian Federation of Agriculture. The 
main activities of the British Columbia Federation are to 
present the views of organized primary producers to 
governments and other public agencies and authorities. 
This includes submissions on taxation and legislation of 
all kinds affecting agriculture, but particularly marketing 
gees lation. It also carries on a2 broad program of 
educational and informative Services by mail and through 
the press and the farm radio forum. This program is 
designed to interpretthe views of organized agriculture 
to the general public, and no other organization is better 
qualified to do this. It will be understood that 
Organizations such as this Federation do not possess the 
meens nor the personnel to make exhaustive Studies of 
transportation problems, important though they are. It 
is proposed, wherefore, that in this presentation we shall 
confine our observations more or less within the scope of 
the Commission's first term of reference, namely, "review 
and report upon the effect, if any, of economic, geographic 
Or any other disadvantages under which eervain sections of 
Canada may find themselves in relation to the various 


transportation services therein and recommend what measures 
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Should be initiated in order that the national transporta- 


tion policy may best serve the general well-being of all 


Canada. " 


(Page 2981 follows) 
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The importance of rail transportation to British 
Columbia cannot be Over-emphasized, as it is practically 
the sole means of transportation both for incoming and 
outgoing commodities of all kinds, and it is essential for 
future development. Being situated on the Pacific coast 
we have a great geographic disadvantage which, under the 
present principle of rate making, places a heavy handicap 
on the primary producer, and has been further complicated 
by a freight rate structure considerably higher than that 
prevailing in eastern Canada and which we submit is dis- 
criminatory. One of our main complaints is the high 
domestic rate on grain and grain products brought in from 
Alberta. To illustrate this point, at the present time 
the domestic rate from Calgary to Vancouver igs 414 cents 
per hundred pounds, while the export rate on the same 
grain is 204 cents, and the distance from Calgary to Van- 
couver is 640 miles. On the other hand, the rate for 
grain from Calgary to Fort William is 26 cents per hundred 
pounds, both export and domestic, and the distance between 
these points is 1,242 miles, a difference of 602 miles in 
the length of haul. This undue discrimination on such an 
essential product as grain, increases the cost of living 
in British Columbia and also creates higher production 
costs, thereby retarding development. We Submit that in 
all fairness this regional differential ought to be 
Pe \oved by applying the export rate to all grain and 
grain products entering British Columbia, whether for 
domestic use or for export. That would then remove the 
discrimination we complain of and would be comparable 


to the rate ag applied to Fort William. 
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Another aspect of this problem is the vast differ- 
ence between the tonnage exported from all British Columbia 
custom parts and the tonnage consumed in British Columbia 
as shown in the following table: 


Wheat Exports for the Calendar Years 1947 ana 1948 


from all British Columbia Customs Ports 
a Ome POEs 


12 months: Calendar Year, 1947: 1,613,884 tons: * 
12 months: Calendar Year, 1O%8; 1,259,444 tons: * 
*Source: Bureau of Economics and Statistics, 
Trade Division. 
Domestic Consumption of Wheat in British Columbia for 
Calendar Years 1947 and 1948 
aS 19% an 
mear, 1047s 191,594 tons: * 
Year, 1948: 193,066 tons: * 


*Source: Dominion Bureau of Statistics 
"Summary of Monthly Traffic Reports," 


For the calendar year 1947, it is noted that the export 
exceeded the domestic consumption by 1,422,290 tons and 
for 1948 the difference was 1,066,373 tons. The reduction 
in 1948 is accounted for in” part by the disruption of rail 
transportation for a two month period due to £LO00S in the 
Fraser Valley. For the crop year commencing August 1, 
1948 to May 31, 1949, 1,248,000 tons of wheat have been 
exported through the port of Vancouver alone. 

To get complete figures for one year on the import 
of feed Srains, it .was necessary to go back to the fiscal 
year ending March 31, 1946, and the figures taken from the 
annual report of the Agricultural Supplies Board, Dominion 
Department of Agriculture, show: 63,276 tons of oats: 
29,938 tons of barley and 63,779 tons of mill feeds were 
imported into British Columbia from April 1, 1945 to 


March 311046 ,* Tt is safe to assume that approximately 


SE OMA 
CAG} AWESS, SSH 
ise. 22 OREM 


Sul acne 


vie te 


Lan 
Ca a 
oa 


nha duege ne ey 


-2983- Mr. Headey 


the same quantities came in during Subsequent years, Aa 
the livestock population has remained about Stationary. 
The point we wish to make is that the domestic consumption 
of these grains and erain products is approximately 20 per 
cent of the total exported in 1947 and is approximately 

25 per cent of the total exported for 1948 and it is very 
diffieult: for us in British Columbia, taking into consi- 
deration the low rate on grain moving eastward, to believe 
that the railways haul all that grain for export without 
Prorit. 

With respect to local rates from interior points, 
such as Kamloops, Westwold, Armstrong and Vernon to 
Vancouver and the Fraser Valley, these points are from 
250-300 miles from Vancouver and the prevailing rates for 
grain are from Kamloops - 244 cents per hundred pounds; 
Westwold - 264 cents; Armstrong - 273 cents and Vernon 
293 cents, Again taking the rate from a Prakrie=point, 
Such as Winnipeg, to Fort William, a distance of over 400 
miles, the rate is 14 cents per hundred pounds. In view 
of the difference in both rates and mileage, this 
Federation believes that a downward revision of these 
local rates to make them comparable to the rate from 
Winnipeg to Fort William is Warranted, so as to place 
grain growers in the interior of British Columbia in a 
position comparable to the position of the grain growers 
in the Prairie Provinces. 

Another rate that we maintain is too high is the 
express rate on poultry newly-hatched to four weeks of 
age. Express rates were increased early this year and the 


rate applied to poultry as above is 14 times first class 
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rate. British Columbia has been shipping a large volume 
interprovincially for a number of years as the following 
figures show: 


Total of Day-0Old Chicks Shipped from British Columbia 
to_ the Threee Prairie Provinces for 1947 ,1948 and 1949 
ovine Tor 194751943 and 1949 


January 1 - May 31, 1947: 2,191,105 Chicks* 

January 1 - May 31, 1948: dL. FOOL .Chicicg* 

January 1 - May 31, 1949: 1,650,670 Chicks* 
In addition to these chicks, shipment of turkey poults for 
the same years total 37,963 in 1947; 92,226 in 1948 ana 
13,151 to April 30, 1949,* 

*Source: Dominion Department of Agriculture. 

These chicks are Shipped in stout cardboard boxes 
which allow them to be piled up in a small space at least 
five tiers high. On the other hand, cut flowers are 
light and bulky, taking far more space than do shipments 
of chicks of the same weight. The flowers are also more 
Susceptible to damage if the containers hee piled to any 
height, yet are carried at first class express rate, 

We submit that baby chicks and turkey poults should also 
be carried at first class express rate instead of 14 
times that rate, 

Respectfully submitted by the British Columbia 
Federation of Agriculture. 

MR. BRAZIER: Q. Mr. Headey, I am advised by 
the Traffic Officers of the Canadian Pacific that certain 
of the rates you show on page 3 are not quite correct. “I 
presume you are quite willing to have the corrected ones 
put on the record? 

A Certainly; I might say I got those rates from a 


C.N.R. agent. 
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Q You have not had time to check them? 

A No. 

Q Some of them happen to be OsP.R, points, The 
GIN.R. is quoting higher rates for the C.P.R. so they can 
get the business, Mr. Chairman and members of the Commis- 
Sion, the corrected rates are as follows - this i8 inlthe 
second paragraph on page 3 - the present rate from Kamloops 
is 26 cents a hundred and on July 1 that rate becomes 23 
cents, 

COMMISSIONER INNIS: What is the rate on 
July 1? 

MR. BRAZIER: Twenty-three cents. Westwold is 
now 273 and will be reduced to 243. I suppose we should 
have that confirmed by the C.N.R. The present rate from 
Armstrong is 30 cents, and it becomes 26 cents. The rate 
from Vernon is now 30 cents and it becomes 263 cents. 

CROSS-EXAMINATION by MR. FRAWLEY 

Q Mr, Headey, I want to ask you two or three ques- 
tions about the rate on domestic grain, What you are 
pointing out in your brief is that the rate on domestic 
grain from Calgary to Fort William, a distance of 1,242 
miles, is 26 cents? 

A Correct. 

Q And the rate on domestic grain from Calgary to 
Vancouver, a distance of 640 miles, is 414 cents under the 
regular tariff, the regular tariff being C.p.R. tariff 
W849, or 30 cents if you can use C.F.A. tariff 145, Is 
that right? 

A That is right. 
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Q You are calling attention to two other groups of 
rates, and you call attention to the fact that the rate 
from Kamloops to Vancouver which is about how many miles -- 

MR. BRAZIER: The mileage there is a5. 

MR. FRAWLEY: Q@.. 250 miles -- that the rate from 
Kamloops to Vancouver, again Speaking of domestic grain, 
will become 23 cents on the lst of July? 

A Yes. 

Q And that the rate from Winnipeg to Fort William 
is 14 cents? 

A That is right. 

Q As I understand it, Me. Headey, you are calling 
the attention of the Commission to these disparities ie) 
the face of the fact. that the regulatory board, the Board 
of Transport Commissioners, has said, as Mr. O'Donnel 1 
has indicated in the cases, that this is not unjust dis- 
crimination? 

A That is what I had in mind, regardless of what 
the Board of Transport Commissioners hag ruled, 

Q Apart for the moment from the rulings of the Board 
of Transport Commissioners, you are asking the Commission 
to examine into it and, if they see fit, to make certain 
recommendations to the Governor in Council with respect 
to these disparities to which you are calling their atten- 
tion today? 

A That is correct, 

CROSS #EXAMINATION BY MR. SINCLAIR 
Q Are you aware of the fact that domestic rates on 


Brain within western Canadaa are considerably higher than 
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the rates under the Crow's Nest Pass agreement? 


A No. 

Q You did not know that? 

A No. 

Q You have made a comparison with Fort William, 


When I was examining the last witness I pointed out that 
was on account of the Crow's Nest Pass agreement, and I 
also asked him about the Other maritime sectinn of Canada, 
the Atlantic Maritime Section, as compared to the Pacific 
Maritime section. I Suggest to you also that there is a 
difference between the domestic rate on grain in the Atlan- 
tic Maritime section Just as there is in the Pacific 
Maritime section? 

A That may be correct, [I did not make any statement 
in respect to that at Sas Ly 

Q TRaG sis Tine 4 CT did not know that you were aware 
of it. You refer to the rate on domestic grain used in 
livestock feeding from Calgary to Vancouver, 414 cents 
per hundred pounds. I Suggest to you that that rate is 
completely absorbed through two concessions, first the 
concession of 30 cents a hundred pounds that you receive 
from the federal government, and the concession of 113 
cents that you receive from the railways, so that in 
fact on grain moving for feed from Calgary to these points 
in British Columbia farmers are not paying any freight rate 
Whatsoever, or any transportation cost whatsoever, That 
is correct, is it not? 

A In the first place I widened that to include all 
8rain and grain Products, not just feed. I said all grain 


and grain products. 
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But you do not feed No. l hard to pigs, do you? 


Q 

A I understand -- 

Q Would you mind anSwering that? You do not feed 
a 


No. hard to pigs, do you? 


> 


No, but some No. 1 hard is consumed in British 
Columbia, 

Q Oh, quite so, but then yOU are dealing with ii ves 
Stock feeding, are VOUShOU? 

A I happen to represent an agricultural body, and 
I happen to be a farmer myself, but in the brief as set 
out I take all grains ana grain products. In respect to 
tariff 145, that has been of considerable assistance since 
it was put into effect, No one disagrees on that point. 
The other matter you refer to, of course, may come to an 
end some day like other good things, and when it does we 
will be paying that much more money. 

Q You are quite prepared to give up all the subsi- 
dies that you had for equalization east and west? Is that 
right? 

A We will have to give up subsidies in any event, 
and I believe equalization would be a good thing for the 
country as a whole and British Columbia as well. 

Q Now, the domestic grain. rates in the west com- 
pared to the Crow's Nest level for 420 miles are 30 cents 
for the domestic rate and 14 cents for the Crow's Nest 
rate. I want to place that on the pecord. «There 1s ene 
other question, 

MR. FRAWLEY: Would you mind giving us the 
tariff number? 

MR. SINCLAIR: I have not got it handy. We 
Will give it to you. 
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MR. EVANS: C.P. Tariff No. W849 for the dome stic 
rate. 
MR. FRAWLEY: Thank you. 
MR, SINCLAIR: Q. Mr, Headey, you know that 
when the recent increase was allowed the railways domestic 
grain rates in the west were not increased? 
A Yes, 
Q While domestic rates in the east were increased? 
Did you know that? 
A I did not know chav, 
Q And the reason ascribed by the Board of Pans. 
port Commissioners was so that there would not be too 
much of a difference between the export level and the 
domestic level, and the Small volume moving, and therefore 
they did not grant any increase on domestic grain, although 
it was applied for by the railways. You knew that, did 
you? 
A I knew that it was not increased. [I anticipated 


that the increase might have an effect but it was not 


increased, 
Q Are you a farmer, Mr, Headey? 
A Yes, 
Q I presume your costs of operation have increased 


Substantially, have they not? 

A Yes, quite 4 Tot. 

Q And I think you would be prepared to Say that the 
Costs of operation of all businesses have increased very 
Substanti>1ly since 18977? 

A well, let me see now; I would not remember very 


much about 1897 myself. I would have to just take a guess 
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on that. 

Q But in your experience, which takes in quite a 
few years, expenses of operation have very materially 
increased? 

A Well, in the last six years particularly, not 
prioreto. that. 

Q Not prior to that? 

A Not in 1939 or 1940 or 1941. 

Q In the last six years your costs of operation have 
increased Substantially? 


A Yes, 


CROSS-EXAMINATION by MR. O'DONNELL 

Q Mr. Headey, I take it your assoclation is affili- 
ated with the Canadian Federation of Agriculture, ta it 
not? | 

A Messi tse 6 provincial body. 

Q You say on page 1 of your brief that your organi- 
Zation does not possess the means and personnel to make 
exhaustive oe of transportation problems. I take it 
that you know /lannam in Ottawa, and that he and his 
Statisticians and experts have quite extensive facilities 
for making those studies? 

A They have added to them recently, yes. 

Q They keep up to date on all matters of transporta- 
tion and agricultural prices and all that kind of thing, 
and they advise you and report from time to time? 

A That is what they are Supposed to do but until 


recently, just the last two or three years, it has not 


come through very fast, 
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Q With the airmail Service now maybe it willcome 
faster, 

A It might be better, 

Q I take it you would agree that, in so far as the 
farmers of British Columbia are concerned, there has been 
& considerable growth in the value of their products, and 
in their Production in the last fifteen or twenty years? 

A Oh, yes, there has been quite an increase, 

Q ine facet, I thinic last year was the all-time high, 
Was.it not? 

A Possibly not in volume; it would be in dollar 
value due to inflation, 

Q I should like to record at this point a Short ex- 
tract from the forty-third annual Report olathe Department 
of Agriculture, the latest one, 1948, at pezer Ree, “in 
the report of agricultural Statistics, G. H. Stewart, 
Agricultural Statistician, the following appears: 

"Synopsis of agricultural conditions in British 

Columbia, year 1947, 

The agricultural production of the province of 

British Columbia reached its highest level Of aL 

time in the year 1947. The Bross value of production 

is estimated at $134,508,415. This is an increase 

Of $16,516;343° op 13.9 per cent over the revised 

total for the preceding year, Incre ages are 

Pecorded in the value of farm animals, eggs, poultry, 

meat, dairy products, small fruits, vegetables, 

potatoes, grains, fodders, honey and hops. These 
increases are in part offset by decreas.es shown in 
the value of wool, tobacco, seeds, apples and other 


tree fruits," 
Page 2995 folllows 
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MR. BRAZIER: What VOaArers: that? 
MR. O'DONNELL: That ig for 1947 but I have the 

1948 as well. In exhibit 36, page DD-26, it would appear 
that the alltime high of 1947 was to be exceeded in 1948, 
because the 1948 figure, the estimate for 1948 total value 
of agricultural production is $145,000,000, which is 
Somewhat in excess of 1947, which was $134,508, 400; and 
this, in turn, was considerably higher than 1946, which 
was $118,588,777: so that, for these last three years at 
least, there has been a very considerable increase in the 
value of production, in agricultural production, in British 
Columbia. 

MR. BRAZIER: That1948 figure is just a preliminary 
estimate, 

MR. O'DONNELL: Yes, I indicated to the Commission 
that it is only an estimate. 

THE WITNESS: I woulda agree that the dollar value 


is higher but not the net to the fammer, 
MR. O'DONNELL: Q. That is Something else again. 


You have had wage increases out here, your help is 
costing you more? 

A. Oh, yes. 

Q. And the commodities you use have increased as 
well, and your net has, therefore, gone down? 

A. Yes. And we have had to ‘Overcome that by 
mechanization as much as possible. 

Q. But the other western provinces we visited 
indicated their Situation was such that there had been an 


increase both in the value of production as well as in the 
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amount of it. Your value has gone up? 

A. And the volume has gone down in some lines, very 
definitely. 

Q. But dairying has gone over pretty well in British 
Columbia in the last few years? 

A. I would say that that hag been due mostly to the 
wartime demand. That has been a great factor in expansion 
mere, 

Q. But in 1947 - there was an increase in 1947, and 
that was two years after the war. Again, I would refer 
you to the Report of the Department of Agriculture at page 
R-26 where there appears the following: 

"The total value of dairy production in 1947 is 

placed at $25,588,000, as compared with the revised 

total. of $20,290,000 in 1946, an increase of 
$5,298,000 or 26.1 per cent. Higher fluid milk 


and butter-fat prices in 1947 were largely 
responsible for this gain." 


Livestock prices were also better, were they not? 

a ees. 

Q. Considerably? 

A. Yes, since about 15 months ago. 

Q. The report says that, generally, prices were very 
good under the heading of "Livestock," 

A. But that was all due to the inflation during the 
last few years. t We have now reached a peak fromwhich 
we must come down, 

Q. But through the years, in so far as the railways 
are concerned in the matter of getting your products to the 


Market, they have done that, and your industry has progressed 
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and prospered. With that, generally speaking, you can agree 
with me? 

As. Yes, it has progressed; and the service rendered 
by the railways has been very good. 

“, Iwas sure you would agree. Now I have nothing 
other than to indicate that the balance of the Drlet for a 
major portion of the brief is Similar to that of the 
City Co-operative; and I Just explained the reason why there 
was a difference between the export and domestic grain, 

MR, COVERT +! (O. 9 7 understand that the rate on 
baby chicks is 13 times the first class. That is uniform 
throughout Canada. You are not suggesting there is any 
difference here? 

A, No, it is the same all over, 

Q. And the market for those baby chicks is,generally , 
the west, that is, the prairie provinces? 

A: That is right, the three prairie provinces and our 
province, 

on) iat is: die, chiefly, to the fact that you are 
limited to 48 hours travel, pretty well? 

A. Yes, 

Q. And so it is not a question of competition with the 
east at all? 

A. Not in the west, no. 

Q. You just think that the 13 times first class rate 
is too high a Poee, that 26 "ali? 

A. On some small shipments that rate is practically 
25 per cent of the cost of the chicks. 

Q. It costs you about 4 cents per chick? 


A. On small shipments. 
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Q. nd the cogt price of the chick is about 18 cents? 
A. Yes, 
THE CHAIRMAN: Are there any other questions? 
If not, I thank you, Mr. Headey. 

MR. COVERT: The next brief will be No. { on the 
agenda, that of the British Columbia Lumber Manufacturers 
Association. The change in the order is to ensure that people 
coming from out of town will not have to stay over an extra 
day. Mr. Robson? 


MR, 2. ROBSON, Called 


MR. COVERT: Q. Mr. Robson,have you given your 
full name to the reporter? 

A. I gave him my initials, James. G. Robson. 

Q. Would you tell the Commission your position with the 
British Columbia Lumber Manufacturers Association? 

A. I am Chairman of the Freight Rates Committee of the 
British Columbia Lumber Manufacturers Association. 

Q. And that association is comprised of the companies 
which are listed on page 9 of the Drier. 28 that correct? 

A. No. On page 9 of the brief there are three other 
organizations joining with us inthis brief, and I am submitting 
it on behalf of the four organizations, 

Q. Will you kindly proceed to read your brief? 

A. Mr. Chairman, and members of the Royal Commission: 
The following statement is presented to the Royal Commission 
on Transportation appointed under Order-in-Council P.C. 

6033 of July 29, 1948, by the undersigned organizations 
representing manufacturers and shippers of over 90 per cent 


of the lumber and lumber products produced in the Coast Region 
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of British Columbia. 

This statement deals with only one phase of the 
Canadian transportation problem on which the Commission has 
been instructed to report and as set out in the following 
term of reference: 

"(b) Review the Railway Act with respect to such 

matters: 

As guidance to the Board of Transport Commissioners 

in General Freight Rate RevBions, Competitive Rates, 

International Rates, etc., and recommend such 

amendments therein as may appear to them to be 

advisable," 
The undersigned organizations further respectfully request 
that they may be permitted to amplify or make such 
additions thereto as may seem advisable at public hearings 
which, we understand, are to be held by the Commission in 
Vancouver on June 28th and 29th. 

Specifically and briefly the statement and 
recommendations submitted herewith to your Commission are 
as follows: That the Railway Act of Canada be amended 
forthwith by the inclusion of definite provisions for the 
guidance of the Board of Transport Commissioner in all 
revisions of general freight rates, competitive rates, 
international rates, etc., limiting such rate adjustments 
as appear justified on basic commodities, such as lumber 
and lumber products in such a manner that disruption 
of established market patterns in the national transportatéon 
Structure is precluded for the benefit of the general 
economic well-being of Canada. 


We believe that revision of the Railway Act of Canada 
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in this respect would result in minimizing the distortion 
of established rate structures by such inequitable freight 
rate increases as were granted to the railways under the 
recent award of the Board which became effective Apri? dacs 
1948, and that instead, when and as general freight rate 
increases are found justified, rate adjustmdnts will in 
future be granted along similar lines and on the same 
principle as those governing decisions of the Interstate 
Commerce Commission in the United States for increases in 
lumber rates on American railway lines. 

We believe that such guidance to the Board of 
Transport Commissioners is in the public interest for the 
preservation of established market patterns and will under 
Substantially similar circumstances and conditions be fair 
in its application to all regions for the freest possible 
interchange of important commodities havang due regard 
to the needs of basic industry. 

In support of these recommendations we would point 
out that the lumber trading pattern of the Coast Region of 
British Columbia is governed by a relatively unfavorable 
geographic location. 60 to 70 per cent of the lumber and 
lumber products produced in the Coast Region must be 
transported long distances to markets outside the province by 
rail or water. These markets, both domestic and foreign, 
are subiject to the full force of either international 
competition or competition by production from regions 
in Canada on short haul. 

Rail transportation costs from the British Columbia 
Coast Region, therefore, assume a relative importance 


immeasurably greater than from other competing producing 
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regions for the bulk of our product, and also as a source 
of high revenue freight to the Railways. The lumber 
freight rate structure was the outcome of many conferences 
and agreements over long periods of years between 
representatives of shippers and the railways. Many 
decisions of the Board of Transport Commissioners have 
attested to this fact. These rates were not built up on a 
mileage basis but were designed to preserve a fair rate 
relationship between producing and consuming areas, and 
the differentials long established are of paramount importance 
to the B.C. Lumber industry. 

We would point out that as a result of these conferences 
between the shippers and the railways in past years many 
competitive seasonal and other special rates were established 
embracing exceptions designed to secure for the railways 
high freight revenues on long hauls and enable Shippers in 
British Columbia to service important markets in Eastern 
Canada. 

On the next page I am afraid that when we :-drew 
this up we were so familiar with our subject that we didn't 
put in all the little "ifs" and "ands" that we should have, 
So, with your permission, I shall fill them in as I go along. 

In 1934 competitive seasonal rail rates were established 
by the Canadian Railway Association on construction timber 
4X 4 and larger from the British Columbia Coast during 
Open navigation-to Montreal, Quebec, Sorel and Three Rivers, 
being a reduction from normal rates of 90 cents per 100 lbs. 
(Here, I want to add: / 50,000 pounds minimum) to 50 cents 
on an 80,000 lbs. minimum and on dressed lumber a rate of 
75 cents per 100 lbs. minimum weight 60,000 lbs. In 1936 


the 50 cent rate was increased to 60 cents and continued at 
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this level until 1939. 

Competitive rail rates were also established well 
over 20 years ago, below normal on mine timbers to Quebec 
and Ontario points of 70 cents on 80,000 lbs. mixed Fir 
and Cedar and 75 cents on 60,000 lbs. minimum for AT, 
{0 cents on Cedar, with a minimum of 80,000 lbs. and 75 cents 
with a minimum of 50,000 lbs. These a rates were raised in 
1938 by 5 cents per 100 lbs. and revised again in 1940 to 
833 cents with a 50,000 lb. minimum. These mining rates 
were cancelled on September 15, 1948, 

The object of these seasonal and mining rates was 
to meet waterborne competition and to encourage greater 
volume shipments by rail to Ontario and Quebec mining 
and industrial users., Records Show substantially increased 
rail shipments to Eastern Canadian points on these 
competitive and seasonal rates. Many of the arguments 
advanced both by the Canadian Railways and the producers 
in British Columbia at the hearings of the Board in March 
and April 1935, file 26901.62, justifying these seasonal 
competitive rates, are as valid today as they were when the 
Board refused the application of our Eastern competitors 
to have these competitive rates disallowed. 

In 1939 on the outbreak of war, the 60 cent rate 
on construction timber was discontinued. The Canadian 
Railways, therefore, have already secured a substantial 
inerease in rates, 60 cents to 90 cents per 100 lbs. and 
increased revenues as a result. In respect to mine timbers, 
a flat percentage increase will inevitably encourage the use 
of local round timbers from which the Railways get little 


or no revenue, 
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These established rates were the result of direct 
negotiation and it is the earnest desire of the Lumber 
industry that provisions of the Railway Act continue to 
enable conferences to be conducted in the future between 
Shippers and the railways to mutual advantage of each, 
free, however, from arbitrary or discriminatory rate 
revisions inimical to the public interests. 

It is the firm conviction of our industry that the 
el per cent flat percentage increase in fact has already 
resulted in serious losses to West Coast producers in 
the Canadian rail market and in view of the new application 
of the Canadian Railway Association now before the board of 
Transport Commissioners for a further flat increase of 
20 per cent in freight rates, we would urgently petition 
your Commission to recommend that action on this application 
be suspended pending the findings and recommendations of 
your Commission, 

the disruption of the existing market pattern as a 
result of the 21 per cent increase is illustrated in the 


following tables: 


Page 3015 follows 
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MR. COVERT: I do not think, Mr. Robson, it is 
necessary to read those all in; they will be copied into 
thie: record: 

(A) ACTUAL RATE INCREASES 

LONG HAUL RATES in cents per 100 lbs. 

) > Equivalent in- 
crease in $ per 


Pe Old Rate New Rate Increase thousand. 
BuG.sCoast «to 


Toronto. . 883 GeO .184 $5.36 
Edmonton to 

Toronto Aree Gt aL 3.26 
Prince Albert 

to Toronto 65 ‘79 hie 2.80 
LePas to 

Toronto 63 Gide yi hg 2.60 


SHORT HAUL RATES 


N.Ontario to 


Toronto 625 .30 .05 1260 
Que & N.B. to 

Toronto rag Nets: Z06 L720 
Nova Scotia 

to Toronto ee 40 Aas sree se) 
(B) RATE DIFFERENTIALS 


DISCRIMINATORY EFFECT OF FLAT 21% INCREASE 


Old Differentials New discrim- Increase 
(before 21% increase) inatory diff- in differs 
Between the short erentials es- entials. 
haul 25¢ rate,N.Ont. tablished be- 

to Toronto & long tween 30¢ & 


haul rates from other long haul rates. 
producing regions. 


innocents per 100 lbs, 


B.C.Coast to 


Toronto .632¢ ny .134 
Edmonton to 

Toronto bs . 64 neh 

Pr Albert to 

Toronto 40 9 .09 

LePas to 

Toronto 38 6 08 

Que .& N.B. to 

Toronto 02 eOs eae 


Nova Scotia to 
Toronto 06 Ake .02 
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MR. COVERT: 9. Now, if there are any comments 
that you want to make on them at this time, please do so. 
AS Well, perhaps I could take just a couple of high- 
lights from page 6, the actual increase in rates for 
Bmernance between B.C. points to Toronto, the old rate of 
88s¢ and the new rate of $1.07, the increase 184¢, 
equivalent in freight on lumber to an average of $5.36; 
that is tapered down from Edmonton and Prince Slbert. to 
le Pas, but it is in relationship to the market being 
served at Toronto from the eastern territory, one differ- 
ential, rather the new increased rate runs down to $1.60, 
$1.20 and $1.40. Then the balance of that sheet, the 
differentials -- and when we speak of differentials our 
point is that from the B.C. coast to Toronto is 634 
greater freight rate than from Northern Ontario to Toronto -- 
we start off with 2 63s¢ disadvantage. Under the new 
rate that differential becomes ACs the increase in 
differential neers end the Others in proporvion ¢o on down. 

Continuing to read after the table: 

It will be noted that the inherent geographic 
disadvantage of producers located on the Coast Region of 
British Columbia was 63s¢ per 100 lbs. as expressed in 
the differential between the old rates from the coast, 
883¢, and the short haul rate of 25¢ from Northern Ontario 
to the Toronto market. As a result of the recent 21% 
increase this differential has been increased 133¢, to 77¢ per 
100 lbs., being the difference between the new coast rate 
of $1.07, and the new short haul rate of 30¢. Expressed 
in dollars per thousand, the new differential is $25.03 
against a previous differential of $20.67 per thousand. 


The distortion resulting from a flat percentage 
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increase in freight rates is, therefore, obvious discrimin- 
ation against B.C. long haul compared. to short haul rates. 
Such distortion destroys the historical differentials on 
which the industry was founded and continued until the 
percentage plan of advancing rates took place. This 
distortion will obviously be compounded as price levels 

in principal domestic markets recede and the natural 


geographic disadvantages thereby disproportionately in- 


creased. 
interstate Commerce Commission, U.S.A. - Consideration 


of this important factor in the freight rate structure 
of U. S. Railways is an integral bert, of the policyiir 
the Interstate Commerce Commission in the U. §. in 
respect to freight rate revisions. 

During 1947 and 1948, the Interstate Commerce 
Commission in granting freight rate increases to Class 1 
Railways in the United States recognized in alli cases the 
Principle of preserving competitive relationships between 
Suppliers of common markets on important basic commodities 
Such as Lumber, Coal, 1 POME NET CH, On these major cont- 
modities the Commission authorized either a flat increase 
in cents per 100 lbs. or a percentage increase, limited 
to certain maximums in cents per 100: lbs: These exceptions 
were Clesigned to keep low rated traffic moving, to prevent 
disrwiption and maintain market relationships. This plan 
Shovuld have, in fairness, been followed by Canadian 
Reeilways for delivery to: Canadian points. The Canadian 
Prailways followed the American plan for shipments from 
here to American destinations. 


The total net freight increases authorized by the 
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Interstate Commerce Commission for Class 1 Railways in 

the United States to date as applied to Lumber have worked 

out approximately as follows: 

On long hauls, say comparable to the Vencouver- 

Toronto haul, the actual increase in cents per. hundred. lbs. 

is approximately one-half increases gBranted,on short hauls 

comparable say from Northern Ontario to Toronto. In 

this way established competitive differentials for 

different producing regions have been essentially main- 

tained with a minimum disruption to long established 
market patterns. 
Attached to this memorandum is the following 

Supporting data: 

(1) Chart showing Distribution of Shipments from British 
Columbia Coast Mills to the Domestic Morket for the 
years 1928 to 1948 inclusive. 

(2) Table showing the Total Production of Coast Mills in 
Millions of feet Board Measure, for the years 1938 to 
1948 inclusive, with the Distribution of Shipments 
to Rail Markets in Canada and the United States and 
Waterbourne Export. 

(3) Distribution of Shipments from the Coast Region of 
British Columbia to the Canadian Domestic Market by 
Provinces for the year 1948 in thousands of feet 
board measure, equivalent to 495 thousand tons of 
freight hauled out of the Province. 

(4) Graph Showing old and new freight rates to Toronto 
market from competing regions. 

(5) Graph showing actual increases in cents per 100 lbs. 


from competing regions to Toronto markets. 
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Respectfully submitted, 


BRITISH COLUMBIA LUMBER MANUFACTURERS 
ASSOC TATION 


President J. M. Edwards 


WESTERN LUMBER MANUFACTURERS ASSOCIATION 
OF CANADA 


President J. BE. Wellburn 
B. C. WHOLESALE LUMBER & SHINGLE ASSOCIATION 
President fda Poole 


CONSOLIDATED RED CEDAR SHINGLE ASSOCIATION 
OF B.C. 


Fresident dg. hark” MoNaprs 

MR. COVERT: Now, there are charts and tables 
with the brief. The charts are not all numbered, but for 
the purpose of the record those will be Exhibit No. 38. 

i think perhaps schedules 1, 2, 3, 4 and 5, starting with 
"Annual Distribution of Shipments" -- that will be schedule 1. 
mie hexv One 18, /1°think, marked’ "Table No. 1": that will 

be schedule 2. 

MR. O'DONNELL: There is a graph that goes w.ith 
the distribution of shipments. 

MR. COVERT: Well, they must be arranged in 
different order in your brief from what they are in mine. 

MR. FRAWLEY: Preceding chart 4 is a table of 
some kind. 

MR. COVERT: On page 8 of the brief is ment.ioned 
@ chart showing distribution of shipments; that is No. l, 
SO I would suggest we call that schedule 1. 

The next one is a table showing the total pro- 
duction of coast mills in millions of feet board measure. 
That was called Table No. 1; we will call that schedule ed. 

Then the third one is the distribution of 


Shipments from the coast region of British Columbia to the 
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Canadian domestic market; that will be schedule 3. 

The fourth one is the graph showing the old and 
new freight rates to Toronto markets from competing regions ; 
that will be schedule 4. 

The fifth one is the graph showing actual increases 
in cents per 100 lbs. from competing regions to Toronto 
markets; that is schedule No. 5. 

Those are all Exhibit 38. 

EXHIBIT NO. 38 -- Five schedules to brief of 
British Columbia Lumber 
Manufacturers! Association. 

MR. COVERT: Perhaps it might be convenient if 
I asked Mr. Robson a few questions first, in an endeavour 
to clarify the brief. 

EXAMINED BY MR. COVERT 

Q. On page 2 of your submission, Mr. Robson, where 
you make the recommendation that adjustments in freight 
rates should only be made in such a manner that disruption 
of established market patterns should be precluded for the 
general economic well-being of Ccnada, is it fair to state 
that you are speaking first on behalf of people engaged 
in lumber and lumber products, because that is a business 
with which you are familiar, and you are nou in a position 
t say this should or should not apply to basic industries 
generally, but you would think that it should apply to 
basic industries? As far as you are concerned, you are 
not taking one view either one Wey @P rons other? 

A. It would appear that what would be good for one 
basic industry would be good for another, provided it was 
On solid ground. 

Q. Now, I think you mention in the next paragraph 


the Principles applied by the I.C.c. I believe that the 
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1.C.C. of the United States has a Special class for such 
basic commodities as lumber, coal, iron ore, petroleum and 
petroleum products, sugar, aluminum, building materials, 
iron and steel products, and that what you have in mind 

is that your principle should apply to basic commodities 
Qeachis kind, if. the principle were adopted Boneraliyss is 
that correct? 

A. COPres ts 

Qo, When you refer to market patterns, you have in 
mind the market pattern existing at the time that any pro- 
posed change in freight rate is made? 

A. Yes, extepte that af) the previous market pattern 
had been upset, such as did happen in connection with the 
21% flat freicht rateuw then disruption created at that 
time should also be taken into consideration. 

Q. That would be a market pattern that was destroyed 
By @ freight rate,.as distinguished shall we say from a 

market pattern destroyed by war or --- 

A. Oh, no; we are talking about freight rates. 

Q. Yes, that is right. Are you also talking about 
your domestic market pattern as distinguished from an 

export market pattern? 

A. The rail market, purely the rail market in Canad, 

Q. So you are confining your remarks really here to 
the domestic market? 

A. Domestic market. 

Q. Mr. Robson, I gather from your submission that 
what you really have in mind is the least possible 
disturhance in the differential existing between various 
Competing areas in Canada? 


A. Increased freight rates always have a tendency to 
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upset market conditions, but to a degree they have not been 
woidable and may not be avoidable, but what we are anxious 
about is that in making adjustments on freight rates they 
do not destroy our relative position. In other words, as 
is shown on one of our patterns here, on one of these charts, 
the differential between Northern Ontario and Toronto is Bron 
while our differential is now 183¢, on top of already a 
very much higher freight rate. 

Q. That is schedule 5? 

As Schedule 5. 

eG, OfCRxnibitess: Mnaythateishyourspoint, aspi 
understand it, of what you would call an injustice of a 
flat percentage increase? 

A. Yese Presumably the freight rate structure 
existing prior to that took into account distances and other 
factors. Then when you come to change that, to increase it 
On a percentage basis, it throws us definitely out of line 
in the market pattern. 

Q. And you suggest that some similar method as was 
used in the U.S.A., where they put a limit in cents per 100 
lbs. --- 

A, They started off, the first increase in the American 
roads started off, with a flat increase, I have forgotten the 
percentage, but on lumber that increase was limited to 10¢ 
a hundred, and that 10¢ a hundred started them from the 
coast to as far as Montana; from there on there was a flat 
10¢ increase instead of up to a 20¢ increase. That 
pattern has largely been maintained throughout the adjustment 
On lumber rates in the United States, and we petitioned the 
railways here, in fact in this room we made representation 


exactly along the same line as we are doing now, that any 
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increase that was made should be made in such a manner 

as not to disrupt our relative position, and we pointed 
out that the Canadian railways are a party to the American 
tariffs on which this very thing exists. We could not 
see and we cannot see yet why the Canadian roads as 
parties to the American tariff and parties to’ the thing 
that we think is being done right down there oppose it 
here. However, we approached them and they satd, "sorry, 
Joe, there's nothing doing." 

Q. Now, you say in effect that the decisions of the 
B.T.C. have recognized your position in the past. 

A. We do not feel that any hard and fast rule can 
be laid down that there shall be no differential. We 
realize that there is some justice in a real short haul 
not having been raised the same number of cents per 
handred as an extremely long haul would be, but on the 
Over=all picture, this is & matter of raising additional 
revenue, and so far as it can be spre@luniformly across 
the entire trade in the country, within reason, that 
seems sound and fair to us. 

Q. Now, dealing with the question of market pattern, 
I think that your position is that you can easily establish 
what a market partern has been; for example, if you would 
morn tO Schodulé)3 ofvExWibit 38, you would say» thet thet 
shows the market pattern for the year 1948? 

A, Correct. 

Q. Perhaps --- 

A. May I suggest sir, though, that that shows total 
vOluma, Market pattern also has to show the relationship 
of certain commodities to finding a market in an area 


that they have previously served. For instance, ordinary 
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house-building lumber from British Columbia was sold in 
substantial quantitie.s in Ontario particularly for a 

number of years, and has now pretty well disappeared from 
the picture, because the increase in freight rates shoved 

us just over the corner. For a number of years we were 
able to get certain of our commodities into the Ontario 
market on a very narrow competitive basis. The increase in 
freight rates has upset that. We have already lost a 

lot of business in Ontario that we had over a good many yeas 
years. 

Q. That is, the 21% increase? 

A.. The 21% increase did the trick. 

on Is that what you are referring to on page 5 of your 
brief, in the second paragraph, where you say: 

"It is the firm conviction of our industry that 

the 21% flat percentage increase in fact has already 

resulted in serious losses to West Coast producers in 

the Canadian rail market < 
Is it things of that nature to which you refer’ 

A. Any increase, as I mentioned before, has a 
tendency to destroy a market, but if that increase is not 
made on 2 uniform competitive basis, that is destruction. 

Q. Now, did you bring any statistics ccmparing how 
your lumber industry has progressed since the 21% increase, 
with the lumber industry of the other Provinces? 

A. I do not think, with the present market condition 
and the vacuum in eastern Canada, or the vacuum throughout 
the whole of Canada for that matter, that lumber would 
permit any proper pattern as to what has happened, because 
the stocks of lumber throughout the whole of North 


America were very low up until a matter of a few months ago, 
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and as these pockets are filled up, and as new industrial 
and power developments and many different things are under- 
taken, you might show that actually the number of cars 
hauled from British Columbia to Ontario end Quebec during 
the last eighteen months was as great as any other period. 


That does not prove that that is a market denen sais 3 


vacuum that is being filled. 


(Page 3029 follows) 
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Mr. Robson 

Q As a matter of fact, I believe that perhaps the 
car loadings may have increased in number? 

A Quite possibly. 

Q But you say that is because of this vacuum? 

A Then too one of the places I mentioned in my 
brief was in the mining industry in Ontario and Quebec 
where British Columbia enjoyed a very substantial trade for 
a good many years. We have been losing out in that market 
because of the increased rates. One of the greatest com- 
petitors is round timber which is available locally and on 
which neither the railroad nor the British Columbia lumber- 
men get anything. In many cases a small differential 
throws the business one way or the other. We want to elim- 
inate discrimination as far as is humanly possible, 

Q I take it your position is you do not want any 
Special favours due to any economic or geographic disad- 
vantages, but you do not want any economic or geographic 
disadvantages -- 

A Multiplied. 

Q Multiplied by virtue of flat percentage increases, 
You say they are wrong in principle and something should 
be done in the nature of what was done in the United 
States to preserve that market pattern? 

A COrrecv. 

Q There is one question I did want to ask, Have 
you any figures on what has happened to relative prices 
in Ontario and British Columbia with respect to lumber? 

A I am sorry, I have not. You mean the lumber 
prices of Ontario production. No, we have no figures. 


Besides at the present time there is quite a disturbed 
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market and you probably would have Several sets of prices, 
MR. COVERT: Thank you very much, 
CROSS-EXAMINATION by MR, FRAWLEY 

Q You said you had a market for house lumber in 
Ontario on a very narrow margin? 

A RiZht; 
And your competitors there were from what areas? 
Both local and Alberta. 
You mean local Ontario and Quebec? 
Yes. 


And Alberta? 


> 2 =e BS & (2 


Yes, and all the Prairie Provinces. 

Q When you say Edmonton you mean Edmonton, Prince 
Albert and the Pas? 

A The whole of the northern part of the Prairie 


Provinces, 
Q I was looking at your chart. 
A We are using basic points, 
Q You say the 21 per cent increase just pushed you 


out of thatmarket. That is what you say? 

A Yes. 

Q You have lost that? 

A i say .any unbalancing of competitive conditions 
pushes you out of a market, and the relative position 
today of the new freight rates, not only the differentials, 
but the new freight rates, has caused us a loss in 
Ontario, 

Q That is true, but I mean to say you did state 
as a fact that the 21 per cent increase, and other recent 


freight adjustments had just succeeded in pushing you out 
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of that particular market. That was your business on house 
lumber in Ontario? 

A Right. 

Q To whom did you lose it? Were others pushed out 
at the same time? 

A I do not presume so. Certainly the local fellows 
would not be, the Ontario and Quebec producers. Whether 
Saskatchewan, Manitoba and Alberta lost a little I could 
not say. Again we have got disturbed market conditions. 

Q You don't know whether the increases of which 
you are complaining may have had the same effect in the 
Edmonton area and the Prince Albert area? 

A They could not have exactly the same effect 


because their rates are not ‘nearly so high. 


CROSS -EXAMINATION by MR. O'DONNELL 

Q Mr. Robson, were you here when Mr. Bolton gave 
his statements to the Commission this afternoon? 

A No, not this afternoon. 

Q There have been suggestions put forward that, 
before any rate can be changed or varied, the matter 
Should be submitted to the Board of Transport Commission- 
ers. Would you agree with that type of situation, or qo 
younot prefer to have what you already have, the opportu- 
rity of discussing rates with the railways and agreeing on 


a rate which can be put in and given effect to without 


any delay? 
A That is about three ques,tions in one. 
Q You answer it any way yout want, cut it up as you 


please, and Say anything you wish, You were not here when 


Mr. Bolton testified so I was tryving to help you. 
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1. am. sorry I was not. Fundamentally we prefer to 
Sit down with the railways, as we have been doing for the 
last forty years, and discuss our own rates. We think we 
can work out something to good advantage. We do not like 
to see what happened, a flat 21 per cent increase which 
really did upset the apple cart. 

Q That is something else, but ordinarily in every- 
day business you prefer a System whereby there is 
flexibility and whereby you can go to the railways and 
say, “we would like a rate to such and such a pont” Vor, 
"we have the opportunity to get into such and such a 
market. What will the rate be and what are the condi- 
tions"? You prefer that System rather than one whereby, 
having had your chat with the railways, they or you would 
then have to communicate with the Board of Transport Com- 
missioners and wait until they had gone into it. 

A Quite. 

Q And the market may have disappeared in the 
interval? 

A NoG Necessarily. » That 1s a two-edged sword. 

Q Which do you wish, a system whereby you get -- 

A You cannot get a straight answer out of me on 
that one because that is not a fair question. You ask me 
whether I prefer to discuss things on a certain basis, 
and then you tell me that 2: no good, that the business 
has disappeared. I should like to point out that there 
iS a medium course on which we can get together, and I 
think it is desirable for both of us. 


Q What is the medium course? 
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A There is no necessity that there Should be delay 
in it being submitted to the railway commission. If the 
lumber industry and the railways agree that certain things 
Should be done for their mutual advantage then, as has been 
done in the past, we can submit it to the railway bamuiscton 
and get their blessing on it. 

Q All I am trying to get at is whether you want the 
rate not to go into effect until the Board has had an 
opportunity to go over it, or whether you want it to go 
into effect and be able to act on it without the delay 
that would be entailed in going to the Board? 

A So far as I know these rates have never gone into 
effect without having the blessing of the Board. 

Q ‘Let me ask you this question. Let me have 
your view as to whether you agree or disagree with this 
Statement. The suggestion is that before a new rate is 
initiated or an old rate changed, particularly of the com- 
modity or competitive type, the railways should satisfy 
the board of Transport Commissioners of the necessity and 
profitability of any such proposed rate. Do you agree with 
that suggestion or do you disagree with it? 

MR. FRAWLEY: Whose proposal was that? 

THE WITNESS: Does the Shipper not get any con- 
Sideration in a picture of that kind? 

MR. O'DONNELL: Q. I don'tknow; I am just asking. 

A Well, I decline to answer the question then. 

Q Since the 21 per cent increase went into effect 
your chart, Schedule 1 of Exhibit 32 shows that your 
Shipments to the east have risen, as a matter of fact? 


A Quite right. 
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Q And in the year 1949 they continued to go up? 

A Quite possibly. I explained the vacuum that 
existed, but may I point out that as far as railway rec- 
ords are concerned I believe the railways include American 
rail shipments that go through eastern exit. points as 
lumber shipments from British Columbia. 

Q ft am not talking of railroad records. I am taking 
your own statement, Schedule 1 of Exhibit 38. 

A Yes. 

Q On your own figures they have gone up? 

A Oe ks We have still a vacuum to fill, and an 
enormous amount of heayy construction going on. 

Q But you have still been able to ship east, and 
have shipped more east than you did in the years 1946, 
1947 and 1948, It is still going up? 

A Do not forget that for a number of years we were 


compelled to take care of an enormous amount of war 


business. 
Q That is true, and everybody else was. 
A Sureyt exactly. 
Q As I understand it your suggestion is that there 


should be maximum increases on lumber when rate increases 
are accorded to the railways? 

A Yes, there should be some pattern that does not 
upset the relative position. 

Q If there is a maximum increase on your product 
do you think that the general public would agree to your 
having a low increase, and having to have greater increases 
for everybody else in order to get the required revenue? 


A May I ask whom you represent, please? 
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Q It does not make any difference whom I represent. 
I am asking questions, and whether I represent one or 
another or nobody does not make any difference. 

A It might make a difference to my answer. 

Q I represent the Canadian National Railways, and 
I remember you very well. Two years ago we had a very 
interesting half hour or so. That being the case what 
is your answer to what I asked you? 

A Well, I am afraid I will have to answer that by 
pointing out to you that the Canadian National Railways 
is a party to the American tariffs which is presumably 
not unfair to the American people. 

Q That is not quite the question I put. The 
question was do you think the general public would agree 
to your having a low restricted rate fixed by a maximum 
and that everybody else should have to have a greater 
General increase in the circumstances to pick up the loss 
in revenue? 

A I do not think that is necessarily the way it 
would work out. 

Q You spoke of the American situation. Have you 
looked into that one ratewise? 

A Some. 

Q The rate from Vancouver to Winnipeg was 564 
cents in August, 1939. You remember that? 

A Yes. 

Q As a result of the 21 per cent increase it went 
up to 67 cents”? 

A Sixty-eight. 

Q Well, sixty-eight. The rate from Seattle to 
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St. Paul, comparable to the rate from Vancouver to 
Winnipeg, was 654 cents in 1939. Have you looked into 
that rate today? 

A You will pardon me not answering your question 
directly. They are very clever questions, but in Tob 
answering them directly I am in this position. I have 
got to go back to our brief. What we are complaining about 
is a change in rates that destroys a market. Whether the 
rate ‘to Minneapolis is ten cents less than it is to 
Winnipeg does not alter the fact that the last change 
that affected us in lumber did upset the applecart. 

Q tI am putting it to you, I am pointing.out that 
the Canadian situation, on the arrangement under which the 
increases were granted, is more favourable to the lumber 
industry than that which prevails in the United States, 

I was merely indicating to you the change in the situation, 
Seattle to St. Paul in August, 1939, being 65.5 cents, and 
on January 11, 1949, as a result of these various American 
increases, and the maximum to which you have made refer- 
ence, it was 94.6 cents, the situation being much more 
favourable in Canada? 

A The rate from Seattle -- 

Q Seattle to St. Paul-Minneapolis. 

A Is what ? 

Q 94.6 cents, ex parte 168, January 11, 1949, 

A I have not got any tariffs here but I would like 
to read them. 

Q ATL right . I take it that you also know that 
fee Mate from Vancouver to Toronto in 1939 was 884 cents? 


A Right, 
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Q And today is $1.07? 

A Right. 

Q Whereas the rate from Seattle to Buffalo, which 
is a comparable distance, was 82 cents in 1939 and today 
is $1.16 cents, with the maximum provision that was put 
meeOonrorce by the 1.C.c.? 

A We are still not talking about changed rates, 

We are talking about changed differentials. 

Q Let us go back to the situation as to whether or 
not you think that the general public would agree to your 
getting a maximum rate which would result in the general 
increases of everybody else being higher percentagewise? 

A I don't think I have to answer that question, 

Q All right, you are a free man. You can say and 
do as you please, 

A You are trying to get me in a Spot where I wontt 
be on one side or the other. 

Q I am just trying to get from you that what you 
Said about the American situation being more favourable 
than the Canadian situation is, on a reading of the 
tariffs, not quite the fact. 

A I am speaking on a disruption basis. That was 
our submission previously. 

Q And on your: .disruption basis you are shipping 
more into eastern Canada today than before the freight 


rate increase? 


A Not necessarily. 
Q Your chart shows it. 
A Let me draw your attention - pardon me for 


tossing this in - may I suggest that you take a look at 
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that old St. Lawrence deal because the freight rate by rail 
on timbers to the St. Lawrence ports today is $36, and 

the water rate is about $28. You had better Start taking 

a 100k a t that one. 

Q Do you suggest that the railways should continue 
to meet competition when the competitive conditions change, 
and that they should continue to meet that competition? 

A No, they are their own bosses, 

Q That 1s wheat. J thought, just the way you are, 

You sell your lumber against a competitor if you choose to 
do so, and if you do not you do not. 

A There are some markets we cannot touch for obvious 
reasons. The same probably applies to you. 

Q Is not the situation with respect to the competi- 
tive rail rates you set out at page 4 that the railways 
may have decided that was a market they could not touch 
and they discontinued the competition? Is that not fair? 

A Quite possibly, yas, but who suffers? Both af us. 

Q You know that the Suggestion was made that the 
railways should cancel a lot of the depressed rates and 
collect what the just and reasonable rate fixed by the 
Board was. You are aware of that fact? 

A Well, we would pass it, but may I point out too 
that with a lot of our increased raves ~ if I may take a 
moment to give one illustration of what happens with commo- 
dity rates that are worked out satisfactorily between the 
Bilways and the Shippers. At the time the original mining 
rate came into aeastern Canada I personally, along with a 
hu™ber of others, had spent a lot of time on that, and 


eventually the railways gave us a mining rate. I had been 
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making representations to them that I knew that there was 
a substantial amount of mine timber business available in 
Ontario and Quebec if we could get a small adjustment, an 
adjustment that would be more than offset by a minimum 
80,000 pound load. I happened to be in eastern Canada at 
the time that tariff came into effect, and before I left 
eastern Canada I got an additional order from one mine 
alone for 4,000,000 feet of lumber made available by that 
tariff. It was 80,000 pound loading. It meant 125 cars 
of 80,000 pounds minimum loading which the railways 

never would have got without that kind of rate, and there 
have been many, many thousands of cars since. Taavees 


to our mutual advantage. 


Q They gave you a concession? 
A They got some business for it, 
Q They got business but they gave you a concession 


in the rate? 

A Sure’, 

Q And ultimately they were told that they should 
raise all their rates to the ceiling, remove all the 
depressed rates, particularly where the competition did 
not justify the rate, and collect the full rate, and that 
is what they did. Do you complain about that? 

A I don't know who told them that. 

MR. FRAWLEY: I am on record and I won't say it 
again, 

MR. O'DONNMIELL: I am on record, but if you want 
me to give the pages of the record where you are on record 
I will be glad to do it. 


MR. FRAWLEY: Let us have the page again and let 
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us have the speech again, 

MR. O'DONNELL: It is 10170. I will refer the 
Commission to that, They can look and see who asked for 
that, among others, 

MR. FRAWLEY: You won't draw it out of me again, 

MR. O'DONNELL: Q. Notwithstanding all you can 
Say about the rate Situation, any given rate, we can agree 
that through the years the lumber business in British 
Columbia has grown and flourished? I am sure we can agree 
on that, can we not? 

A There are times when we could questinn even that, 
As a matter of fact, last year is the first time production 
has been as high in footage as it has been for a period of 
about - I don't know whether I have the exact figures here - 
fifteen years at least since we had as high production as 
we had last year. In other words, the volume has not 
increased. It is pushed around and changed a litte, 

Q The price has gone up so much that the value of 
the production is practically double what it was in 1946, 

A Oh, well, value of production does not mean a 
thing anyway. 

Q In any event, that is the fact according. to. the 
report of the Provincial Treasurer, 

A In fact the railways ought to know it because 
they are paying big prices for lumber. 

Q That is right. The value of the production in 
1940 was $173,000,000 odd, and in 1947 it was $282 ,000,000, 
and in 1948 it wass estimated to be $360,000,000 odd? 

A Of course there has been a tremendous difference 


in refining, Thee plywood industry and many other things 
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have made a big difference in dollar value. 
MR. O'DONNELL: Thank you very much. 
COMMISSIONER ANGUS: Are there any other questions? 


MR. EVANS: I should like to ask a few questions. 


CROSS-EXAMINATION BY MR. EVANS: 

Q There is one thing that I think perhaps you and I 
can agree on, and that is that there is no doubt about the 
power of the Board to give you the kind of relief you are 
asking for against horizontal percentage increases. You 
have not any doubt that the Board could give you relief 
Bader its, powers if it. chose. to do so? 

A I have not any doubt they could. 

Q So your suggestion is ‘not that the powers of the 
Board are lacking; it is the treatment you get from the 
Board that you complain of? 

A We complain that the Board disregarded the market 
pattern when they made a flat percentage increase covering 
all rates,for that matter. 

Q We are talking about the same thing. It was 
what the Board did? 

A We want the Board to be instructed in such a 


way that they do not make rates that will disturb market 


conditions unduly. 
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Q. Now then, would you go this far: that if the Board 
came to the conclusion, after hearing evidence as to 
whether or not in a given case market conditions or 
relationships were disturbed by a percentage increase, 
that they still should not have the power to award a 
percentage increase? 

A. Try that one again. I did not get it. 

Q@. If the Board should hear evidence, and, after 
hearing evidence, should decide that there was not any 
disturbance by a percentage increase, would you still say 
that the Board should still not be permitted to award a 
percentage increase? 

A. Who is going to be the judge of that? 

Q. I was just wondering. Some people say it ought to 
be done by statute. 

A. I do not want too much red tape. I would rather 
Sit down across the table from you fellows and fight it out. 

Q. I think you and I are going to agree on a lot of 
things. Now, would you agree with this: inac, in order 
to determine whether there was any disturbance in 
relationships by a percentage increase, that one would 
have to consider a change in the price levels of the 
commodities involved. 

A. Price levels are somethingover which the Railway 
Commission, or anybody else, has little control. They depend 
upon supply and demand. 

@. I agree. But price levels are something which 
might be of importance in considering whether a disturbance 
in respect to competitors, existed? 


A. Only part of the way. The differential created by 
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a change in the freight rates is the disturber over which 
we are complaining. Butthis we cannot complain about. Any 
lumberman can sell his lumber for what he likes in 
competition with others, 

Q. That may not, perhaps, answer my question. But 
would you not agree: It seems to me to be Obvious, but 
perhaps it is not obvious to you, that the change in price 
of the commodity would have a bearing on whether a 
percentage increase disturbed the relationships, or not? 

A. It is bound to have some effect, but,again, you 
get into something that is not set down in any .bookcof 
rules ; 

Q@. I agree. 

A. You have the competition Gdarticulty? 

Q. Yes, and you have to consider a lot of things. 

A. 28 Yes 

Q. I do not see where we are Aparveonytnats cancer 
Suggest to you that is one of the factors which would be 
important to consider, 

A. On a weak market, the increased differential is 
&@ very serious factor. But on a strong market, when 
everybody is looking for a certain commodity, it does not 
make much difference. As I Say, on a weak market, it 
certainly does destroy business. 

@. If a commodity sells, let us say, for $10, and 
you have to pay a freight rate equal to $1 in one 
locality, and a 50 cent freight rate in another, and the 
price of the commodity does not B0rupm but the, price: of tne 
rate does go up, then there is a disturbance in cents, 


which, related to the price, is also a percentage disturbance? 
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A. Quite; 

Q. I am suggesting to you that if the price goes up 
at least as much as the rate, then, mathematically, the 
percentage relationship of freight rate absorbed is 
exactly the same. 

A. Oh, Mr. Evans, you have never been in the lumber 
business. I can see that. These market prices fluctuate 
tremendously from time to time for different products, to 
hook in your adjustment of freight rates with what is 
happening with’ the market picture so far as price is 
concerned, because when lumber comes down nere, 1t comes 
down also in Ontario and Quebec, and you would have to have 
the railway commission sitting all the time if you handled 
all freight rates on that basis. 

Q. Let me take an example which is simple. Let me 
take a fellow, let us say in British Columbia, who has an 
article worth $10 before any freight rate or price increase. 
He ships it to eastern Canada and pays: a ratesof $1.>. That 
is one-tenth of the value of the commodity. Ten per cent 
is in the freight rates. 

Now, his competitor is much nearer to the market, and 
he is producing the same commodity and selling it in the 
Same market for $10, but with a rate of 50 cents in his 
Case, as a freight rate, and it absorbs paper cent, In 
other words, you have got a two to one disadvantage in 
regard to the freight rate in comparison with him? 

A. That te’ right. 

Q. Now then, if the freight rate goes up 20 per cent, 
and the price of the commodity goes up 20 per cent - if 
you will take a pencil and paper you will find that I am 


mathematically correct- exactly the same thing happens. 
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You still have got exactly that two to one relationship. 
A. Yes, but what happens when the price goes down? 
Q. That is another thing when the price goes down. 
But I said if the price remained constant; could you not 
see where your relationship would not change? 
A. You are not talking about the lumber business. 
Q. Does your price remain constant? 
A No, 
Q. It has gone up a good deal more than 20 per cent? 
A 


. Yes, and it has gone down, too. It is on its way 


Q. From a pretty high peak? 

A. Surely. 

Q. But would you not agree that right today prices 
are a good deal higher than they were just before the war? 

A. Nobody is going to dispute that. We have tremendously 
increased costs. That is another way of saying "yes". 

Q. I am just elaborating a little on some of the 
conditions which might enter into the question as to whether 
or not there was, in fact, a disturbance of the relationship 
Mea result of the horizontal increase, 

A. We a cannot get together on that because, in the 
first place, you are not talking about lumber. You are 
talking about one item of freight, 

Q. I am talking about anything that goes up in price 
at least as much. 

A. Your relationship of fréight to the set price of 
lumber is a tremendously big factor. (Certain items, in 
Ontario and Quebec, they have to get from British Columbia 


because they are not produced in those other places. A great 


son at lbs é sas pert acer fone whe? B21 
 @osHeds: fon Hick ofdanciveion Oe pe 


: 
eontend edt: ofa: J seer gates” aoe one wore oe 
‘ . P | pega? rites ent CWC, wil oi 


om Ste 
Srirg,; nett aoa be 


edn ee ofeg (ep rin ation! ieee prota rs oer 
Hel caus aert Dt baa set sag 


vaw ett" ab ee $f HOOF y 


ctssg feta wetowy 2 othe. ") 
‘wee aye 
Bisieg abey Jaets THAY sowgs jon gay piso ae 6 
they ait’ Gxcied dee ose YoRd nent taint Eeab Doog | s 
sGeeiens Sen ow tad pduqelh of gxtog gt ybodow vA 
; ‘dae Shige S06 g8h <odtons a! dud? .ateio Doogome 

sah 46. aHied HS SAETEL & : gabdarodeio tent aw Ft ue 
aint asthe jdghme dobdesenoth a 
wilbaortarss offs to oonsdurisih © ips oh .sew otedd GOR 
iathounsod sit to ¢ivest ae 


Veaeedw St be weidasvp say 


Was et (daibesd Seelt Ge yoitteno? tog PamnsS A ow a 7 


: log 
Ste iyo .4odamel Sues ‘geECLES toe Gas VOY contig team 


“Haro tt ‘2s pekt suo Beads % 


, hat 
ics 


payer. ae pee A + ped 
soite nk dh Gedy teats aaktt¢ae Rptiets niente ranegs, 


logan 2c ee 
*e go ftq Sas aks 3) Highest "eo bipyettelens eel «fl 


“a cyovigt 2k ghurvoriuaont et Te 


ab [aed Dtedae > 
ek fat moe Ase Ft ovals rn qyopdaa ime, ol 


a Ber) ny 


i aidut! fen 


TS ae 5) O02) Ue ee rey: 
festa: savndtg sedi “erty “at, se ukooney ahdin pare weeny S 


3046 My. Robson, ¢rver 


bulk of the business is competitive. As a matter of Lact, 
I can, although I have not got the exact records tere, 

show you how keenly this competitive business is, The 
average for the 15 years prior to the outbreak of the war 
was $1.83 a thousand. Take out 
your interest and depreciation and you will find you have an 
awfully thin average market. 

Q. I thought the lumber business was more prosperous 
than that? 

A. Oh, you ask some of the banks. 

Q. I want to get some information about the kind of 
products that are chiefly shipped. Are they mostly fir and 
cedar, or is there a good deal of spruce? 

a. inere is very TVittle spruce from the Coast. Our 
Coast Region is . fir, spruce and hemlock, 

Q. Would you say that the majority of the lumber 
exported from British Columbia to the eastern part of Canada 
and for export consists of fir and cedar? 

A. Yes, largely. 

Q. Is not British Columbia practically the sole source 
of those particular kinds of lumber? 

A. Yes, but for many purposes other species are 
Suitable, 

Q. But British Columbia does represent, in fact, the 
Sole real source of fir and cedar in Canada? 

A. No. There is some cedar in eastern Canada, in 
Quebec and the Maritimes, They have a white cedar, but it 
does not produce the high grade clears, and that sort of 
thing. 


2. I am talking about the demand for cedar and fir 
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which is practically all satisfied from British Columbia, 

A. Cedar and fir ana hemlock are able to compete in 
Ontario and Quebec. This is not a question of demand. It 
is a question of competition. In other words, we have to 
Sell our fir and our cedar and our hemlock in competition 
with local woods produces in eastern Canada and in the 
prairies. 

Q. Cannot we get this far; you and I have done pretty 
well? 

A. I have been pretty stubborn, I am ai raia, 

Q. That by ana large, commercial production of fir and 
cedar is nearly entirely British Columbia's? 

A. That is correct, 

Q@.- Is it not true that British Columbia fir is 
Superior to the white Spruce which is produced in northern 
Alberta or northern Ontario and Quebec? 

A. We claim that it Ler 

Q. Has it not got greater Strength, and cannot you 
get greater sized timbers and larger lumber? 

A. Will you get at what you want, and I will answer you, 
What are you coming to? 

Q. I asked you if you have not got some advantage 
in the quality of your woods? 

A. If we did not have, we certainly would not be 
Paying $1.07 to Toronto, and $1.09 to Montreal. 

@. But all I wanted you to say was that you had some 
Pretty good products and that they could not be duplicated? 

A. We admit that. 

@. You spoke of competition from local round timber. 


Would it not be fair to put it this way: That you could hardly 
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expect to get into a local market in competition, freight- 
rate-wise, with a local product? 

As» Well,;I.am only going to repeat myself by saying 
that we have lost a lot of Ontario and uebec mining business 
from pine timber to round timber in the last two or three 
years, 

Q@. You do not blame us for that? 

A. I am not blaming anybody. I know of one mine alone 
with which we have been doing business for years, in 
Quebec and which normally purchased li million feet per 
year from me; but this year they bought only three carloads, 
andthe rest was purchased locally because of the short 
rail haul or the short haul. So,yousee, we are both losing 
that business, 

Weert 1s not a question that we are losing money, is 
it? 

A. It has been said that you do not know what it 
costs to haul a ton of freight anyway. 

Q. Well, if we do not know, I suggest to you that you 
do not know either. 

A, I will admit that I do not know. I will admit it. 

Q@. Now then, I gathered that in the early part, I think 
of Mr. O'Donnell's cross-examination, you expressed some 
views about not wanting too much regulation. And a 
representative for British Columbia proposed a cost-o f- 
Service principle to take the place of the present combined 
cost-of-service and value-of-service principle. Would you 
have any views about that? 

A. I would prefer to sit down across the table. 


@. But let us suppose you had to sit down across the 
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table, knowing that each commodity had to pay the 
cost attributable to carrying that commodity. Would you 
agree that that was - that the value of the commodity was 
the value of the service rendered, in some respects, for 
consideration? 

A. I am afraid I have got to be evasive, because they 
charge the same for ieeuiaer they do for tender beef. So 
I am not going to answer you. 

@. You have not got any views? 

A, Suppose I have not? A question of that kind could 
hardly be answered with a "yes" or "no." 

Q. I have asked you for your views, 

A, Well, I am not going to express them, 


MR. EVANS: Thank you. 
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Me. Alton 
THE CHAIRMAN: Any other questions? Thank 
you very much, Mr. Robson. 
MR. COVERT: The next Submission, Mr. Chairman, 
is that of the British Columbia Feed Manufacturers! 


Association, to be presented by Mr. Alton. 


E. J. ALTON, called 
COMMISSIONER ANGUS: In view of the short stttings 
we had this morning, I think the Commission will git unttt 
5:15 this efternoon and then, in order to make sure of 
getting through in good time to-morrow, we will meet at 


ten o'clock instead of ten-thirty to-morrow morning. 


EXAMINED BY MR. BRAZIER 


Q. Mr. Alton, you are presenting a brief on behalf 


of the British Columbia Feed Manufacturers! Association? 


A, Leee oir. 
Q. What is your occupation? 
A, [Vem trarfic manager of Buckerfields Limited. 


a They are one of the member firms of the Associa- 
tion? 

Ae That is correct. 

Q. And you were requested to prepare and present this 
brief on behalf of the Association. 


A. Mat is right. 


Q. Will you proceed to read 1G into the record, please: 
A. Mr. Chief Commissioner and honourable members of 
the Board: 


The B. C. Feed Manufacturers! Association ig a 
voluntary associetion representing a membership of 39 
members Operating 31 plants in B. C. who sell their products 


to B.c, Farmers, Poultry and Dairymen. We are most 
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vitally interested in any Subject that affects the welfare 
of the thousands of people engaged in these coccupations. 

We wish to express our appreciation for the 
opportunity of presenting this brief to you and hope that 
it may convey to you our position in regard to the Ccnadian 
Freight rate structure. 

This brief is not designed as a complaint against 
the railways or the other transportation media as to any 
particular discrimination which would retiect. on the 
economic relations of freight rates to the actual movement 
Ga wrarric. 

As British Columbia is not a large producer of 
grain, we import practically all our grains, milifeed pir lour, 
etc., from the provinces of Alberta and Sasketchewan. As 
Some indication of this volume of traffic, we refer you to 
the following statement Showing quantities on which 
freight assistance has been paid by the Dominion Government 
On grains and feeds shipped during the years 194) te 1949 
to British Columbia. This information ws supplied by 
the Dominion Treasury Department. 

Q. I do not think you need to read all the figures, 


Mr. Alton; they will go into the record. 
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Fiscal Year 


October to April — Tons Money 

1941 - 1942 57 5906 371,061.65 
1942 - 1943 159,104 1,019,538 .43 
1943 - 1944 246,251 LOL OV On4! 
1944 - 1945 266, 688 1, 708,936.70 
1945 - 1946 Bos (0 ( 1,786, 399.94 
1946 - 1947 325,114 2,083,980.74 
1947 - 1948 330,013 2,118,683 .46 
1948 - 1949 268, 300 15.103, 293402 
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THE WITNESS: This statement shows only the 
emount of freight assistance paid on seven articles and 
does not represent the total freight on these articles, 
only the amount absorbed. In addition to these com- 
modities the freight charges on the other numerous articles 
handled by our members would greatly increase the amount 
of freight they buy from the railroads alone. in addition, 
we are large users of highway trucks and coastal vessels, 
therefore, we are interested in all these forms of trans- 
portation. 

The products we deal in, being mainly agri culturag 
are produced and consumed in all parts of Canada and, there- 
fore, are very competitive and transportation costs have a 
great influence in their distribution whether it be by rail, 
highway or water. 

We believe that up to the last few years the 
ramifications of the Canadian freight rate structure, as 
it has been built Up over.practically lQOuyearss, are 
arranged, even with all its anomalies, to fit into 


*griculture, trade and commerce to the best extent possible. 
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We also believe that the time has come with the changing 
conditions in the various media of transport, such as the 
roposed Trans-Canada Highway, the St. Lawrence Waterways, 
etc., and most important the growing up of our nation, that 
these various forms of transport be made to better serve 
the people of Canada to the best advantage in their respec- 
peve fields. 

AS an illustration of one of the anomalies of the 
railway freight structure, we offer the following rate 
comparisons on grain and grain products from the producing 


areas in the prairies to the various markets. 


Pe ie Earnings 
100 Per Der? fey 
ibs. Ton ton mile 


Medicine Hat, Alta. to - 
Vancouver 817.3 miles Old Domestic 


Rate 16g $9.20 Liis¢ 


New " 413d 8.30 1.02¢ 

Feed Rate 312¢ 6.90 .85¢ 

Export Rate 23¢ 4.60 57¢ 

Ft.William 1074.9 miles Rate 24d 4.80 - .45¢ 

Montreal 2069 miles i 5O¢ 11.90). 5T¢ 
St .John's, 

Nfld SSC bl cae" ‘ TAS 7 2h 40 -T7¢ 

Dewson Preek, BoC. to - 

Vancouver 1265. miles Old Domestic 55¢ 11.00 .87¢ 

ae 50% 10.10 .80¢ 

Feed Rate use 78.70 .69¢ 

Export Rate 200° 63.00 A8¢ 

Fort William 1728, " Rate 38¢ 7.60 HN 

Montreal 2729 Rate 73¢ 14.60 54¢ 


St. John's, 


Nfld yozy Rate L251 8020 -T1¢ 
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Tariff Authority 
C.N.R. - W.184-B WiekG'3 Ds W.135-G W.100C-C .G.67-2 
Cerrar = Weeko W.819 - W.778 W.100-A-E .400-B 
Sree ci Me Greek slr 


THE WITNESS: This, you will see, covers rates 
from Medicine Hat, Alberta, and Dawson Cee OK Bite uO 
Vancouver, Fort William, Montreal, St. John's, Newfoundland, 
and is designed to show the rate in cents per hundred pounds 
enc the earnings per net ton mile. 

MR. BRAZIER: Q@. Would you explain between the 

domestic rate and the new domestic rate there? 
A. Well, I do down a little further as I read. 
Q. Teo 1s ell right: go ahead. 
A. Also it gives the tariff authorities. 
This comparison shows the same commodity moving 
Eastbound and Westbound to the different markets and the 
tolls assessed. It should be noted that *on eastbound 
traffic no difference is made for its use, while westbound 
to destinations in British Columbia, they do differentiate 
S80, therefore, a word of explanation is necessary. 

The term "Old Domestic is the rates now in 
effect on grain or grain products for human consumption 
@ any use other than for Livestock Feeding. These 
rates, after many years, are being changed on July lst of 
this year by the removal of the so-called mountain 
differential which will result in 2 reduction as shown in 
the line shown as “New Domestic." 

The term "Feed" is the rates in the special 


Feed Grain Tariff (CFA 145) which is very restricted and 
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limited in its application as it does not apply to all 
destinations in British Columbia and:‘has no milling-in- 
transit privilege, etc. It only applies on certain 
grains and grain products for livestock feeding purposes. 

The term "Export is the railwcy westbound 
application of the Crows Nest Pass Act rates and in this 
case it is interesting to note that they are on a higher 
level than the Crows Nest Pass rates Erstbound due to the 
application of the Edmonton to Vancouver fiieaee as 
“pplying from Calgary. Also, this tariff is restricted 
compared to Eastbound in the commodity list as no pro- 
Wsion is made for rates in flax, prepared feeds, oilcake 
meals and many other items. 

The rate to Montreal is based on an all-rail haul. 

Pie Pare stOvsc. Johns. Newfoundland, is based 
on an all-rail movement to North Sydney, N.S., where the 
freight is unloaded from the railway cars and loaded on 
board a vessel for transport over a water route of 98 
miles to Port aux Basques where it is again unloaded from 
the vessel and again loaded into railway cars for a 547 
fete rail haul to st. John's, Newfoundland. 

We believe this illustrates one of the anomalies 
which shows the different treatment received by purchasers 
of transportation in the various sections of our country 
and clearly indicates the difference between "Cost of 
transportation" and "Cost and Value of transportation" 
principles of rate making. This undoubtedly is a matter 
that should come before the Board of Transport Commis- 
Sioners in its inquiry under Order in Council P.C.1487 as 
we contend it comes within the confines of the Railway Act 


in particular by Sections 314 to 321, which provides that 
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all tolls shall always, under substantially similar cir- 
cumstances and conditions in respect of all traffic of the 
same description and carried in the like kind of cers, 
passing over the same line or route, be charged equal to 
all persons and at the same rate, whether by weight, 
mileage or otherwise. 

It is our belief that a number of competitive 
rates have been allowed to remain in effect notwithstanding 
the fact that in most cases the Original circumstances, 
such as competition or other causes, may now be materially 
altered. We’ refer to such rates that epoly in Ontario 
and Quebec and especially the schedule "A" rates, which 
have only been increased by 21% while the principal basis 
on which they were predicated (being the rates in con- 
tiguous United States territory) have been increased 73%. 
While at the same time transcontinental and local western 
commodity rates have been increased on several occasions 
until now our transcontinental rates equal the United 
States New York basis or.the class rates. 

I might interject here that last’ night we were 
advised that the proposed changed in the transcontinental 
rates are being deferred till December Ist so possibly now 
the stetement that our transcontinental rates equal those 
of the United States is not correct, but they were to come 
in the Ist of August. 

We would recommend to this Commission that 
vegardless of the distribution of the traffic between the 
verious carriers, the rates in this preferred terrivory 
Should be investigated to determine their reasonableness. 

We do not favour the principles of establishing 


rates by statutes, whereby they become "fixed" and where 
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no provisions are made for the consideration or ad justment 
of the same by the Board of Transport Commissioners in 
order to reflect changing economic COnds tons. it nas 
been alleged that the grain rates under the Crows Nest 
Pass Act are not equitable under present day conditions. 
However, we venture to say that having some slight know- 
ledge of the earning capacity of these rates under 

Preoir conditions of Ccarpiage, we do not beligve they will 
be found uneconomical and do contribute their fair share 
of revenue to the carriers. 

With the cancellation of numerous carload 
commodity rates in Western Canada we find that the Canadian 
Freight Classification is coming more to be the governing 
authority. The restricted mixing privilege in Rule 10 
is working a hardship on us when we, in Western Canada, 
are prohibited from shipping hay and straw in one carload; 
and prepared feeds and grains in one carload. 

In this connection, we would recommend to the 
Commission that this rule has long past outlived its 
usefulness and that it should be amended by déleting 
Section #2 which woule result in the classification being 
uniform throughout Cannrda. With this uniform classifi- 
cation, why could we not have a uniform class rate 
Structure for all of Canada? 

Class rates are the basic rates and are the 
foundation of our whole system of freight rates. They are 
most important, not only because they apply on a con- 
Siderable volume of traffic, but because they have been 
extensively used as a basis for commodity rates. In 
Canada class rate tariffs provide retes for ten numbered 


Classes and all freight is 2ssigned to one or more of the 
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ten classes through the medium of the classification 
referred to above. 

Of course, I might interject here that we have 
actually more than ten classes, because we have the pro- 
eee ion above first class, which is provided in Rule oF 
section 8, of Canadian Freight Classification No. 19, 
which in effect gives us about nineteen classes. 

In the United States there has been a distinct 
trend toward relating commodity rate scales to class rates 
by making commodity rates percentages of class rates. 
The Interstate Commerce Commission is now endeavouring to 
further promote the use of class rates, by encouraging the 
revision of classification ratings, so that the rating will 
be whatever percentage of first class is generally used as 
a basis for the presently published commodity rates. We 
believe that this method of rate making warrants serious 
consideration by our Canadian roads if only as a partial 
Solution of the problem of rates and tariff simplification. 

In conclusion, we, as substantial buyers of 
transportation, are most anxious to have our sellers of 
transportation in a sound, economical and efficient 
operating position so as to furnish us with the services 
we require. 

We believe that we, as Canadians, having the 
great railway systems which have been established for 
some time and their not requiring any appreciable amount 
of expansion, together with our highway and airway systems, 
Which are now being developed, are indeed in an enviable 
Position. All we require to fulfil this heritage and 
make it serve us better is further national development 


end increased populxition. 
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To accomplish this, we believe the various forms 
of transport freight rate structures should be on the 
basis of ‘Cost of transportation" and thrt this basis could 
be made to apply to all sections of the country without 
ume necessity of subsidies. We suggest this could be 


brought about by: 


ae closer co-operation of the various transport 
media, 
25 more efficient operating methods by the various 


Garr Lers, 

cae greater co-operation by and between the various 

sellers of transportation and the regulating 

bodies and the purchasers of transportation, as 

a more thorough knowledge and understanding of 

one another's problems would at least solve 

Some of them. 

The above is respectfully submitted. 

MR. BRAZTER: Q. Mr. Alton, on page l of your 
brief you have a statement of the freight rate assistance 
received in British Columbic for the various years, and you 
State that this is only the amount absorbed under the 
freight assistance order? 

Hs Less. Giiat Is) correct. 

Q. Could you give the Commission some information as 
to what part of the actual cost of transportation the 
essistance represents 

A. Well, the government under the freight assistance 
policy absorbed on the basis of the Calgary rate, which is 
30¢, from Calgary to Vancouver, and if you go beyond 
Calgary or up into the Peace River country for grain, the 


rates are higher; for instance, I show from Dawson Creek 
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to Vancouver, the feed rate ig A33¢. The Government 
absorbs 30¢ and we pay the 134¢. 

COMMISSIONER INNIS: Q. Is that under an order 
am, council? 

Di. Yes, that is under order in council P.C. 989. 

COMMISSIONER INNIS: Has that been put. on 
necord: 

MR. EVANS: I wonder if hy tricnd would file At. 

THE WITNESS: A copy of the order in council? 

MR. EVANS: Yes. 

THE WITNESS: It has been filed at the three 
hearings, but I will get copies and file them Nears lh g Wa & 
you wish. 

COMMISSIONER INNIS: I do not think it hes been 
filed with this Commission. 

THE WITNESS: No, I am SOrry 1% has not been 
filed here. 

MR. BRAZIER: Q. You can obtain that from the 
Department here? 

A. Yes, I am quite sure it can be. 

MR. BRAZIER: We will undertake, Mr. Chairman, to 

Set copies of that. 


Q. That applies on all freight assistance; they 


pay 30¢-. 
A, Yes, that is. basic rate. Of course, they do 
pay arbitraries over Vancouver. If it moves to sa 


Vancouver Island, where the arbitraries range from 3¢ to 
12¢, they pay that, and they also pay the coastwise rate 
from Vancouver to such places as say for instance Powell 
River and so on. 


Q. On page 3, Mr. Alton, the last paragraph, you 
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mention there the difference between cost of transporta- 
tion" and "cost and value of transportation" principles 
of rate-makineg. Could you just expand that somewhat for 
the Board, as to what you Understand” to pe the difference 
between those two principles? 

Bs nell, tne principle is, if you refer to the 
system of rates and earnings per net ton mile; page 2, 
that the identical product is differentiated in against 
1tS use; in other words, if human beings use the grain we 
have to pay a rate of 46¢, which after the lst of euly se 
hope is 413¢ -- I have not seen the new Darii re vets 1 
Perived 2t that rate myself -- and if it is for livestock 


feeding apparently the cattle cannot afford to pay as much 


as we can, and we get it for B34S¢. Then the export rate 
re ee. in OLher words, we have three rates for the same 


article, and used for the same purposes. 

Q. So your interpretation would be that the rate 
Should be the same for a Single commodity whatever use is 
mode or that commodity? 

A. Well, they do that eastbound; they do not differ- 
entiate eastbound, whether it is for human consumption or 
what it is. 

Mm. EVANS: Oh) ves, they do. 

THE WITNESS: Where? 

MR. SINCLAIR: Down in the maritimes. 

THE WITNESS: I am talking about these rates. 

MR. SINCLAIR: East of Fort William. 

THE WITNESS: Enst of Fort William? NG; ‘Sir, 
your rate right through is the same; your export rate is 
now, unless they changed it in the last week --- 
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on the record before. 
THE WITNESS: I would like to have a look at 

your tariff E-400B, if you wish; I will cheek that. 

MR. SINCLAIR: The railways have their rate men 
to prove what the actual rates are. 

THE WITNESS: First of all, possibly, before we 
G0 on, are my rates right as I have Shown them on the 
exhibit? 

MR. SINCLAIR: Yes. 

THE WITNESS: Well, I woulda say the exhibit speaks 
Por entee lt’. Those rates in your 400 tariff and Your Cc. h ne 
C.G. 67-2 do not Say an end use. Wheat is wheat,whether 
it goes for human consumption or what it is. 

MR. SINCLAIR: Look at it for Halifax and St.John 
~~ export rates as against domestic. 

THE WITNESS: I am not talking about export rate ; 
I say for human consumption. If you want to, let us 
knock the export Brent Out . We have got three rates on 


end use in British Columbia, or two now. 


(Page 3072 follows) 
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-3072- Mr. Alton 


MR. BRAZIER: . He is differentiating between use. 

THE WITNESS: IL am differentiating between use 
of grain, whether it is used for one purpose or the other, 
I presume the ability to pay is taken into consideration. 

MR. BRAZIER: Q. Turning to page 4, Mr, Alton, 
you mention that Schedule A rates have only had a 21 per 
cent increase? 

A That is correct. 

Q I presume you are aware as a traffic man that the 
railways have to apply to the Board to have those rates 
increased? 

A That is correct. Schedule A rates are under nor- 


mal rates and the Boar@ have complete power over them, 


Q Have you heard of the railways making such an 
application? 
A No, Ihave not, nor have I heard the Board suggest 


that those rates should be investigated in view of another 
percentage increase, 

Q Further down on that page you mention rule 10. 
Are you aware of the position the railways take in regard 
to rule 10? 

A Very much. so, i would say it is just some 
Shippers who think that it may help them today. Possibly 
it was a good idea at the time it was put in. As I Say, 
it has outlived its usefulness and should be abolished. 

Q You are aware of the position of the railways? 


A The railways are quite willing to do it. 


CROSS-EXAMINATION BY MR. FRAWLEY: 


Q Mr. Alton, on that last point, my impression from 
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-3073- Mr. Alton, : 
cr-ex, 
the attitude of the railways at the Winnipeg sittings was 
that this matter of rule 10, the mixing privilege, was 

just something about which the railways were just in the 
hands of the shippers and could not do anything about it 
themselves. Do you subscribe to that view? 

A The railways could not do anything about it? 

Q Yes. 

MR. O'DONNELL: That is not putting the matter 
quite fairly, with due deference to my friend, Mr. Frawley, 
We - ‘referred to the judgment of the Board in which the 
recitals are very clearly set out ag to what the situation 
was, and the Chief Commissioner indicated that the mixing 
privilege, as it was established in the west, was the 
result of conversations between those who were interested 
in it, and the railways had no objection to its being 
Set up the way it was. That is the way it stands. The 
railways are quite indifferent to whatever regulation 
prevails concerning the mixing privilege in the west in so 
Par as itiis any different from the mixing privilege in 
the east. 

MR. FRAWLEY: Q. We will take it as Mr. O'Donnell 
has put it to the Commission now. 

A That is as I understand it. 

Q I want to have your view as to whether or not the 
railways are in duty bound, as the people who carry this 
freight and who enforce the classification - whether there 
1s any obligation on them to change that mixing rule which 
discriminates -- 

MR. O'DONNELL: That is a matter of law. 


THE WITNESS: The classification is under the 
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jurisdiction of the Board of Transport Commissioners, and 
I think all we have got to do is get together on the thing 
and say we want it changed. 

MR. FRAWLEY: Q.. You think it can be changed just 
as easily as that? 

A Certainly; I think if it were unanimous the Board 
would have absolutely no objection. 

Q But it would have to be unanimous? 

A Oh, I would not say unanimous. None of their 
Judgments are that way. 

Q I mean to say if the agreement was unanimous the 
Board would give effect to it readily? 

A I believe so. 

Q If you find some wholesalers who find it in their 
interest, from the ,.point of view of maintaining their 
Special interests in the community, to object to the change, 
and we have that on the record as a fact, then what should 
be the attitude of the railways in the matter? 

MR. O'DONNELL: That is not a fair question. The 
attitude of the railways has been clearlyeput ons the 
record. What Mr, Alton may think the attitude of the rail- 
ways should be - surely to goodness he is not that much of 
a mindreader, 

THE WITNESS: That is correct. 

MR. FRAWLEY: Q. Notwithstanding my friend's 
objection, we now have on the stand an experienced trartiic 
man, and if I can I just want to see how far we can get 
in clearing up this impasse which at the moment seems to 
result with regard to the mixing privilege. Some whole- 
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say, "No, we want it put on the same basis as the east,” 
We have had the attitude of the railways, that they are 
standing on the sidelines waiting for the people who use 
it & make up their minds. What do you think about the 
public who perhaps might be benefitted by that change? 
How are we going to break the log jam? 

A I don't think the public are interested one way 
or the other myself, but if traffic -- 

Q Oh! 

A Well, I mean relatively Speaking, the man on the 
Street. It is a very small minority who want rule 10 left 
as is. I assure you of that. We have had discussions on 
it on many occasions with directly interested people, not 
the man on the street. Directly interested people have 
discussed that very thing, and it has been a very small 
minority which has held out for it, and rightly or wrongly 
we usually give in to them. 

Q How do you get rida of that minovity ifsthe.time is 
ripe for a change? 

A I would think the Board should weigh the prepon- 
derance of requests, if you want to put it that way, and 
60 with the majority. 

Q You think the railway --- 

A A very very small minority cannot hold up the 
whole progress of the country, if you. want to put it that 
way. 

Q Would it be fair to suggest that the Board might 
use the powers which it has to insitiate an investigation 
to bring about this change? 


A I think that is correct, yes. I would agree 
With that. 
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Q Can you tell me the percentage of your grain 
imports from the Prairie Provinces which move, for whatever 
reason, under the tariff which the C.P.R. calls W849, the 
414 cent rate, as against what moves under C.F.A. varife 
145 at a lower rate? 

A I believe Mr. Creelman told you about 20 per 
cent, and I think that is correct, in the neighbourhood 
of 20 to 25 per cent. 

Q I misunderstood. I thought Mr. Creelman was 
talking about his own Co-operative, 

Q. That would more or less work out to the same per- 
centage relationship, I would say. I did have figures 
before on that, but I do not think I have them with me. 

I would say about 25 per cent of mill feeds versus grains, 
under that. As a matter of fact, I have the government's 
full statement here of the various amounts paid. British 
Columbba, for the years 1946-47, mill feeds represented 
77,305 tons out of a total of 325,114 tons... I don"t know 
what that percentage is, about porper cent \l>would say is 
Close enough, 

Q I want to ask you about your reference on page 3 
to the fact that the export rates westbound are on a 
Higher level than the Crow's Nest Pass rates eastbound 
due to the application of the Edmonton to Vancouver 
mileage as applying from Calgary. Using the Vancouver 
Board of Trade brief let me put on the record that the 
mileage, Vancouver to Calgary, is 641.5. You understand 
that to be correct '? 

A Yes, 


Q And that the Canadian National mileage, Vancouver 
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to Edmonton is 764.9 miles. That is correct? 

A Yes. 

Q What you are calling to the attention of the Com- 
mission is that when the Crow's Nest Pass rates, as they 
are generally called, were made applicable westbound there 
was that modification that the mileage to be used had to 
be the C. N. mileage, Edmonton to Vancouver? 

A That is correct. 

Q And the Canadian Pacific Railway Company is there- 
fore obtaining a rate which is based on a mileage of 
754.9 miles, but they are only hauling the grain 641.5 
miles? Is that what you understand? 

A Yes, or in other words the rate from Calgary for 
641 miles should be 18 cents instead of 20 cents, 

Q Now, Mr, Alton, as a traffic man, do you know why 
the Canadian Pacific was given that consideration? 

A Well, I have a slight recollection of the western 
Preignt rate case. 

MR. O'DONNELL: You can read the judgment. Any- 
body can read it. 

THE WITNESS: I know that is the background. 

MR. BRAZIER: Under order of the Board, 

THE WITNESS: It is under order of the Board 
directly. 

MR. FRAWLEY: Q. Has it to do with the fact that 
the Canadian Pacific had to traverse mountains and go 
through tortuous mountain passes? 

A Yes, I presume that would be it. 

Q Then even though the mountain differential has 


been removed we have'this vestige of it still remaining 
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-3078- Mr. Alton,cr-ex, 


in the rate structure? 

MR. O'DONNELL: Anybody can read the judgment. It 
is Board Order No. 448, and the reasons are all set out 
there. Mr, Alton cannot interpret those any more than any- 
body else, and surely the Commissioners can read. 

MR. FRAWLEY: My friend does not Suggest that I 
must stop and read every word of that Onder. 2 Loam wuss 
putting it to the witness who is an experienced traffic 
man as to why this concession was granted, and I asked him 
whether it was because of the mountain passes and the 
allegedly higher cost of Operating in the mountains, 

THE WITNESS: That is my understandingof it, yes, 

MR. FRAWLEY: Q. That is what has been disposed 
of in the mountain differential case Supposedly? 

A It has not come out of our C.F.A. 145 as far as 
I know. 
COMMISSIONER ANGUS: We will adjourn until. lO: aims 


tomorrow. 


---The Commission adjourned at 5-15 p.m. to meet again 


on Thursday, June 30, at 10 a.m. 
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Please make the following changes in transcript of evidence, 
June 30, 1949, Volume 17. 


Page Line Change 
3105 ys "Ottawa to Winnipeg" should read 


‘Montreal to Winnipeg". 


3118 eee sromplastuAfter “Ostober of 1947" add "and 20% 
in April 1948." 

S225 9th from last Line should read: and if the tariffs 
are not changed at once after that, 
reparations...) 
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MR. BRAZIER: Mr. Chairman, before the witness 
starts this morning I would like to advise the Commission 
that we attempted to get copies of the order in council 
on freight assistance, and find that the Department of 
Agriculture here has Only one copy. I would like to put 
on the record the two orders in council under which this 
freight assistance igs paids The first covering British 
Columbia is P.C. 2489, dated June 3, 1948. Then there is. 
am order. in council covering Eastern Canada, which is 
P.C. 1515, dated April 8, 1948. Those are the orders 
in council presently in effect. 

I would also ask leave of tne Board to have 
copies made and to file as an exhibit a statement obtained 
from the Department of Agriculture showing the amount of 
subsidy paid in the various provinces of Canada, Starting 
with the year 1941, for each fiseal year up tothe end of 
1948-49, I have just received this this morning, and it 
will take a day or so to have the statements prepared. 
May I have permission to file it in due course I 
would just like to bring to the Commission's attention 
from the statement that in the Fiscal year of 1948-49 a2 
total of $17,000,000 was paid by way of subsidy, freight 
éssistance, of which only $1,760,000-o0dd was paid in 
British Columbia. It was something over $6,000,000 paid 
in Ontario, $6,700,000 paid in Quebec, over $1,000,000 
in New Brunswick, $1,400,000 in Nova Scotia, and approxi- 


mately $400,000 in Prince Edward Island. 
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EB. J. ALTON, recalled 
CROSS-EXAMINED BY MR. SINC LAIR 

Q. Mr. Alton, the subsidy on feed grains to the 
WESt originated in 1933, did it not? 

A. Noy Sirioan DOs. 

ar Well, in 1933 you received some assistance, did 
you not> 

A’ Well, if youaye referring to C.F.A. tariff 145) 
that is based on a subsidy; I presume you are right. 

Oe © Of Llig¢d? 

A. That is right. 

Q. A 100 pounds. Now, did you not receive govern- 
ment assistance at that time also of 30¢ a hundred 

A. No. 

Q. I suggest to you that following 2 meeting of the 
western provincial governments and the Dominion Government 
in January of 1933 2 request was made of the railways to 
reduce their rate by 113¢, and the government would take 
up the balance of the freight charge from the Calgary- 
Edmonton sreas to British Columbia points, and as a result 
of that the railways reduced their rate from 413¢ to 30¢ 
on feed grain, and the railways commenced paying a subsidy 
of 30¢ 2 hundred? 

A. The railways: 

Q. The Government started paying a subsidy of 30¢ a 
hundred? 

B. I don't remember that, going back that far. On 
that subsidy end, the only one I have any recollection of 
is the one quoted under this order in council here. 

a4 Your mind does not go back beyond those dates? 


A. No, not as far as subsidy is concerned. 
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Q. I suggest to you that in the depression years, Mr, 
Alton, to assist the movement of feed grains from the 
prairies, which were difficult to Sell, and to assist the 
livestock industry and the poultry industry of British 
Columbia, conferences were held between the industry and 
the railways and the Government to assist these industries, 
and a solution was worked out that was of benefit to all 
parties; is that not correct 

As AS a result of tariff 145, yes. I am quite 
familiar with the background of that, the negotiations. 

Q: Now, you state on page 1 of your brief, Mr .Alton, 
that British Columbia is not 4 large producer of grain, and 
has to import from Alberta and Saskatchewan. I suggest 
to you that British Columbia could produce a much greater 
amount of grain if the farmers were willing to produée ,it. 

A. I would not agree with that, Mr. Sinelairp, I 
think what you are referring to is our Peace River countr;?> 
yes, but to all intents and purposes that is prairie mové- 
ment. There ig a Breat deal of grain Srown in the Peace 
River country, around Dawson Creek and that, but that all 
has to move through the Edmonton gateway and it is based 
on the same basis ag the prairies. I agree that we could 
produce grain here, possibly in the Cariboo, bit certainly 
hot down in the lower Fraser Valley, where the climate and 
“80 on ig not suitable for the Growing of the same clasg of 


feed grains. 


Q. The delta &rea doés not produce feed grains, eh? 
A. No. It produces some class of oats 
but not very much. If those oats are used at all they 


ere usually used in milling purposes. 


Q. I suggest to you, Mr. Alton, that the acreage on 
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wheat, oats, barley and other feed grains in British 
Columbia has been reducing, because of the fact that the 
farmers have more profitable crops to which they cen resort? 

A. That is correct. That is what I meant when I 
said that the climatic eonditions end sO On were not suitable. 
There are a lot of other crops that they can grow to better 
advantage than competing with the prairie farmer in growing 
6rain. 

Q. And I suggest to you that the drop in acreage 
has been deprecated by the Department of Agriculture, in 
which they say we have need of the grain, and with the homie 
market existing for this product here there should not be a 
reduction in the acreage grown, so the reason why the 
farmers here are required to go afield for their grain is 
because, from economic and Geographic advantages, they 
have more profitable crops to turn to? 

A. Well, certainly. I don't know whether they are 
trying to grow peaches and plums and that in Menitoba, but 
~~ economic and geographic, yes; we should turn to the 
best things that we can produée. 

ao So that you would be prepared to accept your 
economic and geographic disadvantages in regard to feed 


grains, for instance? 


Bs Certainly; we always have been. 

Q. And I understand that you are wainst subsidies? 

A. That was withdrawn from the brief. 

Q. I am talking to you personally as 2 business main? 
A. Well, personally, if you read the way I had it, Jf 


Certain things were done we would not have to require 
Subsidies; if we had » “cost of transportation" and this 
basis could be made to apply to all sections of the 


country without the necessity of subsidies; if we had a 
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proper rate seale and everybody in every part of Canada 

was paying his proper share, the railweys would receive 

their millions of dollars, and there would be no need of 
mibsidies. I am talking of the over-all picture. 

Q. Is it your view that each commodity should pay 
the cost of carrying that commodity? 

Pe Yes; sir, I do firmly believe ih that. 

Q. Without exception: 

A. Without exception. 

Q. And therefore you, as a representative of the B.C, 
Feed Manufacturers! Associction, would be prepared to accept 
the application of that in your tariff? 

A. Yes, provided all factors are taken into considera- 
tion in arriving at the costs. 

Q. And you would therefore be prepared to have the 
concession of lls¢ given by the railways withdrawn? 

A. Noy 6ir; I would say no, sir. 

Q. If the cost of moving the grain required it? 

A. If the cost of moving the grain required the 
railways to receive back 113¢? 

Q. Yes. 

A, Taking into consideration the cost and method 
and for what service received in the handling of grain, I 
would agree with that, yes. 

Q. And you would be prepared to give up the 30¢ a 
100 pounds subsidy on feed grain? 

A, OM, Hos no. I say we have to have equality. if 
you are going to haul grain from Calgary to Vancouver for 
20¢ because it goes for export, or 30¢ because cattle eat 
it, and 30 or 464¢ because human beings eat it, that is 
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Should firmly believe that the cost of transportation of 
these basic commodities should be taken into consideration 
in the method in which they are handled. 

Q. Just into consideration 

A. No, no; I said review. 

Q, Oh, I understood you to make that the basie factor 
in fixing a rate? 

A. That is correct; all right, let us arrive at that 
first -- the basic factor in what it costs to haul certain 
classes of traffie under the conditions of carriage. 

Q. You would give no effeet to the value of the 
service? 

A. No. I.do not see why wheat is any more valuable, 
why it should pay a higher freight rate depending on its 
end use. I cannot see that. You are departanes completely 
from the basis of the Canadian Freight Classification and 
various other rate-making factors in doing that. 

Q. You would not take into account competitive factors 
in fixing a rate”> 

A, Oh, yes, absolutely. I am talking about a 
basie rate now. 

Q. Competitive factors for the product, I mean? 

A. You mean whether or not say British Columbia wheat 
competing against Alberta wheat? 

A. No; I am thinking of wheat through the port of 
Vancouver for export? 

A. Oh, personally I would think that as a basis of 
rate-making, export traffic should possibly -- possibly -- 
have a lower basie rate than that used for local consump - 
tion, based solely on the conditions of carriage, and if 


you wanted to go into those we could do that, but I don't 


a1) AaieR due TAS a. oy so a 
fgg tarebienes nitiad’ seated od idente #s 


{ 
\ 


sotioat a qos Aaimeag Sete 
witoe}): oLend ons Sertd oot Od Py" hoe ae 
we | penne | 


he 
444) Yo Swirts av oes sete iis (vaertie at! asat oe a 
prigess ‘ued oe ups IG? Ee Per | mt totes tant aitd aes 
ee ores "G snot nave oti qgohne eden te af 
+ gua ort oyna bivew wet re g 

; | vod! aa — 
jeaiw qo 268 fon of t a) ee 
saet digit +odard & wa pipe ody te 
ses aoe Potmeo” i. —- 


}j 


‘eay ie aurtev pda os 


faa iey Orou! “rte at 


ett BO QALDMe: 


oe Poy 
a) 
' 


av ehgero PRE TE 
. nabet 47g Boer fio re vous D at ‘To ST ell 


A Htscos Pict 
jadt yodeh mk eaten gitienater, + xeitdo cooked 


ogee don Dilarew voy ‘a a 
sins gtintt of 


a 


{ sleiuviosds 38% ae i uh i my: 
Wot ote 6s0He 


eames? Aedes qos rr) as ods! 


dyode smtAhsd me 


ote att aroges’ Swtettagne®, igh 


iW 
' 


yo ten. to “tetd acto aged wey’ (sa! me 


saodw aprr GLA detiose op td 
sAD 


‘ocam 1 .¢ olpote 


An acy a el ey 1 ag ng ra | tt 


‘is Hs atl gwen Soon YO aoiatisttt mel 2ou 
“ saeugte 10? “TevCORt 

nates eiuen I ei tamonse 0. wAS 
sboy binede aiieanet erepame (ga tolem-ow 
s@iiwtcety leacd, 10% seal jar apes sie ghesd Wok a OM 
ot Bae paaatdkne’ tr uy ia tbned sa ae heLos, posed 


a! not t had ahd bh binGo ow som otal op of badeiie 


ah c nl a 1p 


te Sane ‘ oe Wan 


Kidlaecy ‘=- Gt i 


ic 


- 3086 - Mr. Alton, or-=ex 


know that it is a proper time. 

Q. Now would you mind turning to page 2 of your 
brief, Mr. Alton. Ast the top of the page there you say 
the products we deal in are mainly agricultural and are 
therefore competitive, and transportation costs have a 
great influence on their distribution. Now, do you ship 
manufactured feeds to the ptairies or eastern Canada? 

A. Not manufactured feeds. We send a certain type, 
that is, our own firm sends a certain type of feeding 
material right through to Prince Edward Island, yes. 

Q. How much would that amount to of the total feed 
Grains of British Columbia? 

Bes Oh, the total would be fairly small, about 
200 carloads a year of 30 tons each. 

Q. That is practically negligible out of the whole 
total: 

A. That is correct, yes, but 7 am talking, if you 
wish, there, of distribution possibly locally rather than 
interprovincially. I am talking intraprovincially rather 
than interprovincially. | 

vy You say that intraprovineially there is com- 


petition between the Suppliers of feed grains in British 


Columbia? 
A. Absolutely, very much so. 
Q. And some of them are trying to reach beyond 


their local markets; is that right? 

A. They certainly distribute all over the local -- 
if you wish, the local Fraser Valley, and also coastwise 
and on to V necouver Island. 

Q. Hasn't the firm you represent got a lot of 


branches throughout British Columbia -- Buckerfield? 
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hy We have that for our distribution problem, yes. 

2. That is the way it should be solved: 

A, That is the wey it should be solved. 

Q. Now, feed manufacturers in British Columbia 
enjoy a distinct advantage in Supplying the local market 
over feed manufacturers say in Alberta or Saskatchewan? 

A. No, I do not agree with that. 

Q. Well, does a feed manufacturer say in Calgary 
get the 30¢ subsidy? 

A. He does not, no; the end UbeY #ecs 16. 

Q. Does the end user get the 113¢ subsidy paid by the 
railways? 

A. I did not know they paid any subsidy. 

Q. Well, the 30¢ subsidy you get from the Dominion? 

fh. That is totally paid. 

Q. You have to certify that it ig paid? 

A. Yes. 

Bis Now, the 11i¢ subsidy that is given by thé Pail= 
ways, there is no certification? 

A, I do not agree with the railways giving any 
Bubsidy at ail. They are acting under the Board's order 
or tariff issued by the Cenadian Freight Association. 

Q. I suggested to you earlier that it was as a result 
Of negotiation? 

A. It was a published rate. I know some of the 
background of these published rates, and it was a political 
Sew-off, if you want, that you reduced the rates. That 
is fine, but I don't know whether it should be called a 
Subsidy. Lf you want 66 call it a subsidy I guess it 
doesn't matter. 


Q. You are not saying it is passed on to the farmer: 
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A. I say it is passed on to the warmer. 

Q. | Totally pessed on? 

A. Yes; we buy our wheat at certain prices, and then 
this freight is taken orr. In other words, the whole idea 
of this subsidy is that feed costs she same all through 
Canada, and for your information I have checked prices in 
Toronto and Montreal and Vancouver, and they are all within 
a very few cents per ton of the Same price, due to the faet 
that the Government pays the freight. 

COMMISSIONER INNIS: Q. When you Spoke of a 
political saw-orf «.- 

A. Well, possibly I should not use those words, but, 
as I said, I know some of the background of how 1t got 
involved in DOLitiosswand tt Brew out of that. 

Q. It would be rather useful ¢+- have thet for the 
record. 

A. Well, if you wish, Sir, to investigate the mountain 
differential case, there was evidence filed there ag to 
letters exchanged between the Minister of Transport and 
various --- 

Q. Could you give us the Specific reference? 

A, Well, I think it 28 in the record ; 

MR. BRAZIER: I will undertake to refer the 
Commission to it. 

MR. SINCLAIR: I have a Copy “hére, Dr. -Inni's, or 
&@ memorandum, notes, minutes of a mecting held on January 18, 
1933, that were prepared by the General Freight Traffic 
Manager of the Canadian National Railways. 
There were present Dr. Manion, Mr. Weir, Mr. McPherson 
of Saskatchewan, Mr. Headley of Alberta, Mr. Jones of 


British Columbia, Mr. MePherson of Manitoba, Mr. Ma4or of 
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Manitoba, Messrs. Stephen and Jefferson of the Canadian 
Pacific, and Messrs. Fraser and Long of the Canadian 
National. I will just read extracts from it: 

"Dr. Manion suggested that in his opinion a 
compromise as between the export rates and the domestic 
rates should be made, Suggesting that we take the 
rate from Calgary and Edmonton, 20¢ export, isd 
domestic, and split the difference x8 between these 
two figures, which would result in > reqduétion in the 
rates from Calgary and Edmonton of 113¢ per 100 lbs., 
and reduce rates from other points in Alberta and 
Saskatchewan by the same figure as from Calgary and 
Edmonton. 

"The railways stated that we had given considera- 
tion to the matter and it was our thought that a 
blanket rate from the Provinee of Alberta would be 
preferable, this rate to be 35¢ per 100 lbs. from 
all points in Alberta, exclusive of the Northern 
Alberta Railways. Represent>tives of the Provinces, 
however, stated that they would not stop the 
agitation, because it would give a greater reduction 
in these rates from one part of the Province than 
from 2nother. It was finally agreed that the rail- 
ways would make the 113¢ reduction applicable against 
all domestic rates from the Provinces of Alberta and 
Saskatchewan as a proposal to the parties interested. ‘ 

Then this is important: 

"The rates, if aecepted, would apply only on 
low grade grains for feeding, and would not be pro- 
tected on grain which might enter into mills for 


manufacture." 
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Q. That is Crows Nest in there, isn't 4at¢ 

A. That is Crows Nest; I don't eare what it is, he 
pays 59¢, and the Government absorp -- I don't know just 
how much they absorb off that, but the spread is just about 
the same. 

Q. In other words, what you are saying is that the 
Board of Transport Commissioners in the case of the Surrey 
Co-op were in error? 

A. Well, they judged against us. 

Q. Therefore they were in error 1s tnet 475 

No, I would not like to g° on record about that, 
because we --- 

MR. BRAZIER: Might have to go before them egain. 

THE WITNESS: TI hope not; never have Vow: 

MR. SINCLAIR: @. On page 3 of your brief you 
say: 

"The term 'Feed' is the rates in the special 

Feed Grain Tariff (CFA 143) which is very restricted"--- 

f, oS 

Q. ==" and limited in its application" -- what 
grains used in feed manufacturing are not covered by the 
Feed Grain Tarirr> 

A, Oilcake meals, many of them. 

Q. Let me read what is covered: barley, bran, corn 
cracked, corn whole, animal feed ana its ingredients, 
chopped feed, mill feed, oat hulls, middlings, oats, rye, 
Screenings, Shorts, wheat. 

A. Would you like me to read what they can ship on 
the prairies and can Ship from the prairies to any place in 
Canada, including Prince Edward Ishband, for feeds 


Q. Well, Mr. Alton, there is a difference between 
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Crows Nest rates, and I am Sure that a man ag experienced 
as you, having spent half a lifetime in the feed business <<. 

A. I am not talking about whether it is right or 
wong; I am talking about the basis of it. 

Q. All I ean say is that maybe you are Suggest ing 
thet the Crows Nest rates in effect go up: 

A. I am not suggesting that. I will go so far with 
you as to say I belteve any rate or anything should be 
investigated in the proper light of its application and 
the conditions of carriage, and then if they are found to 
be below the cost of carriage for the service received, thert 
I guess it is out of our hands, because it will come back 
right into the Crows Nest Pass whether or not it should be 
incrensed. They are supposed to be in there forever. 

Q. I heard you yesterday say that you were against 
Statutory rates, and the Crows Nest rates should be done 
away with and grain rates put under the Board. 

ce Yés, 

Q. And I just take from what you said that you go 
further, and you Say that many of the commodities re- 
ceiving benefit under the Crows Nest teriff should be done 
away with: 

A. No, absolutely not. I Say we should all be on 
a parity. If you want to do away with anything, let us 
do away with Tarirr 145 and do what Mr. Creelman and Mr. 
Headey Suggest, that we all go on the export rate, if 
you want to get down to something of what we want to 
agree on. 

Q. I don't want to argue with you, but you admitted 
to me, Mr. Alton, that there should be a difference 


between export and domestic? 
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A. I said personally depending on the eost of service 
and the value received. 

Q. Now, I suggest to you that there are 52 destina- 
tions covered by this feed Brain tariff in British Columbia? 
Ai They are all in direct line of transit, and I 

agree that that is true, but it does not apply off the 
G@irect line of transit, such as down into the Okanagan 
Valley or on the Crows Nest or any of those places -- 
apply any station between Calgary to Vancouver plus 
applied arbitraries to destinations on Vancouver Island. 


Q. Now, you suggest that it has no milling-in-transit 


privileges the tariff authorizes a stop-off for Storage? 
A. That is right. 
Q. For cleaning? 

A. That is not tilling if transit, 

Q. Just a moment, please, Mr. Alton. And in the 
case of barley, oats and wheat, a stop-off for crushing 
and grinding; so that, recalling what I read from the 
minutes of the meeting in 1933, by allowing these conces- 

sions the railways have gone far beyond what was originally 
contemplated in assisting the feed industry of British 
Columbia? 

A, Well, I would not go that rar, no. IT would say 
they have done it to try and build up some traffic of their 
own. 

Q. Are these privileges of no advantage to you? 

A. That is, bagging and crushing and that is of 
very little advantage to us, because there i8 no back haul, 
there is no back haul; we cannot ship -- let us just follow 


this through for a moment; I don't like to take the time. 


Under that, when I Say no milling-in-transit privileges, 
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take back haul and everything else, this is in direct line; 
we at the end of the line have nowhere to ship to EXCent 
Vancouver Island. The man on the prairies, with everything 
coming this way, is in direct line of transit; he can 

cover all these places from Calgary right through to 
Vancouver. If we want to ship back to New Westminster, 
equalization again. 

Q. Wheat you are asking for is, is it not, Mr. Alton, 
that you have got some concessions that were agreed on, they 
were extended beyond that, and you want Suime more? 

A. I don't say that we want any concessions; please 
understand that. We want equality of treatment with the 
other people, whether it be high, low, inefficient or 
anything else, but we should have it all the same. 

Q. Well, have you got equality with your other feed 
manufacturers in British Columbia? 

A. For shipping? No. 

Q. Buckerfields? 

A. Well, we have through the Situation of our 
branches and that. The CFA tariff 145 foreed us to 
put 2 branch into Kamloops. 

Q. That might have been the economic thing to do? 

A. It might have been, yes; it was built around 
freight rates. 

Q. Your business, Buckerfields, has prospered” 

x. I wouldn't answer that. 

Q. It started in a small way about 1925, and is now 
one of the largest feed organizations in this territory? 

A. That is correct. 

Q. And one of the largest in Canada? 


A. Well, that is maybe under dispute. 
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Q. Now, at the bottom of bage 3 you make referenae 
to the fact that this matter of cost of transportation and 
value of transportation Should be 2 matter that the Board 
of Transport Commissioners consider under P.c, 14872 

A. Yes. 

Q. Have you filed a Submission to the Board under 
that? 

A. No, I have not; never filed one to the Board. 

Q. You have not submitted anything? 

A. No. 

Q. Any proposition to them? 

A. Buckerfields Limited have never appealed to the 
Board of Transport Commissioners a8. a. £17. 

Q. I meant your organization? 


A. No, not as the Organization. 


(Page 3097 follows) 


otto engata «aM 


soasesttce eoleioy Why, C omAd FP anni | 
orj-ery beedecgeant? So teoo to soatam Sel if 08 3 a9 

Babee dal.dadd tottan 6 HP pkwode 4 on 

‘YARE 0.9% view pe tease man 

| . ; sgn ae? ‘oa 

ebay nhs on oe ov role tu f petit ad overt jer 

| ; a oh : 

oth vowed 740 aved = mr: te er we 


paced ond ot sno | 
= inert sh Meas pode neeiee ret aves woe») «BY nn 

| + wa d 
2 | “mons us aottraceexq “gm 9 i 
cowoh evn De +tmtl sike regalo ‘ak ay y 
) mogeaieet 1 eee 


sii 6) befssags 
ren. Ferran tania 
ouctees tangs ane tase t” ie : 


aniessEnemee soo 8a FOR, oh 


~ 3097 - Mr.Alton, cr.ex, 

Q. On page 4 you deal with mixing privileges. Maybe 
I do not understand you, but as I understand this, I 
think it is incorrect. You say you are prohibited from 
shipping hay and straw in one carload? 

A. That is correct, under the classification. 

Q. I suggest that you are in error as Canadian Pacific 
tariff W 170F provides for rates between all points in 
the Prairies and the Pacific Region under which hay, straw, 

7 faire can Be/intxed carloads at tenth class distributing 
rates? 

A. That is right, but it is not in the Canadian 
Freight Classification. 

Q. But you say you are prohibited from shipping hay 
and straw in the one carload? 

A. Did you check your minimums under that? Are they 
the same as in the classification? 

®@. I believe there is a difference. 

A You are prohibited from Shipping hay and straw 
in one carload under the Canadian freight classification, 
I am referring to the whole statement. 

Q You also say you are prohibited from shipping 
prepared feeds and grains in one carload. I Suggest to 
you that is incorrect? 

MR. COVERT: Excuse me; I do not want to inter- 
rupt, but I wonder if the two of you misunderstand the 
use of the word "prohibited". Is that what the quarrel 
1s about? Do you mean that you are not really prohibited 
but you cannot ship in less than carload lots? 

THE WITNESS: No, I mean under the terms of the 
Canadian freight classification only, within the confines 


of its covers, we cannot do it, but under exceptions 
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under tariffs here, there and Somewhere else you will find 
we can do it. 

MR. SINCLAIR: Q, The game applies to feeds 
and grains in one carload under Rule 9 of Tariff w849, 

A Yes, under W849, CF845 and half a dozen different 
tariffs in the classification, if we want to Ship articles 
seventh and eighth class, which many of them are, we cannot 
OO it, 

Q The privileges you have for Shipping prepared feeds 
and grains in one carload are exactly the same in the 


east as in the west? That is correct? Have you checked 


that? 
A No, not under the classification. 
Q I am asking you as to the way traffic moves under 


these tariffs? 

A What tariff are you talking about? I am talking 
about half a dozen tariffs ana they are all different. 

Q Look, Mr. Alton, will you just tell me if you 
know whether the grain tariff in eastern Canada does not 
contain the same conditions and rules with regard to 
Shipping feed anda grain in the one carload? They are the 
Same eagt and west? 

A We are talking about different things. I am 
talking about the Canadian freight classification. 

Q You want to stick to the classification irres- 
pective of how the traffic moves? Correct? 

A Yes, I can point out many instances where we can- 
not, and it is not covered in any tariffs for certain 
commodities to be shipped together, and then you have to 


fall back on the classification, and you find there that 
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-3099- Mr. Alton, cr-ex, 


you cannot ship them together. TI am referring principally 
to seventh and eighth class commodities. I know there are 
always extenuating circumstances around any rate, but the 
main idea of that is I want to §0° on record as being in 
favour of having a uniform classification throughout 
Canada. 

Q In the first complete paragraph on page 5 you 
deal with the revision of the freight classification. You 
told us yesterday there were ten classes, and with the 
progressions above first class there are nineteen, but 
you are referring to commodity rates being percentages of 
Class rates in the United States, and you are suggesting 
that might be given consideration? 

A I just suggest it might be given consideration, 

Q You would agree with me that the Board of Transport 
Commissioners under existing legislation in the Railway 
Act has complete power, and is unfettered and unrestricted 
in regard to dealing with the freight classification? 

A That is correct. I said that yesterday. 

MR. SINCLAIR: That is all, 


CROSS-EXAMINATION by MR. O'DONNELL 

Q Mr, Alton, just on that point of classes, would 
you be in favour of having more classes in Canada than 
there at the present time, something along the lines that 
the I.C.C. have put in for the American roads? 

A It may be so, yes; our classification could be 
refined a bit, I believe. 

Q You are merely making the suggestion in the brief 


that the Commission look into that? 
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-3100- Mr. lton, cr-ex; 


A Yes, that is a new method, and it has possibili- 
ties. I have not gone into it Oo any great extent, but I 
think it warrants a certain amount of study. 

Q I take it from your remarks that from your experi- 
ence, and from the statement at the top of page 2, that you 
feel that generally speaking the freight rate structure 
has served agriculture, trade and commerce well throughout 
the years? 

A Well, it has, yes, You could not have anything 
that is built up over a hundred years and not Serve any 
useful purpose, 

Q And I would gather further that you are not of the 
School that would discard the rate structure and set up an 
entirely new one, but possibly you would prefer to endeavour 
to correct whatever anomalies there are in it through dis- 
cussions and conferences with the railways? 

A That is what the whole thing is. 

Q I take it that is what you suggest in the closing 
Paragraph of your brief, among other places, 

A Yes. I think myself in that connection that both 
the buyers and Sellers of transportation have been very 
remiss in appealing to the Board of Transport Commissioners 
or to government bodies before exhausting every avenue of 
trying to settle it between them. I do not think that 
avenue has been properly taken care of, 

Q AS a matter of fact, I take it from what you sug- 
Sest in the case of your own company that you have never 
Bone to the Board. You have always been able to work out 
&@ Satisfactory arrangement between yourself and the rail- 
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-3101- Mr, Alton, cr-ex, 


A Up to the present time; as of now we have never 
gone to the Board, 

Q You have discussed your problems with the railways 
and have dealt at close quarters with them, and generally 
Speaking have obtained satisfaction? 

A We have always managed to make a deal. Whether it 
is satisfactory or not on their side or on our side is 
open to question, 

Q I assume there has been some give and take? 

A That is correct. 

Q I take it from what you say about close co- 
Operation that you indicate that some provision might be 
recommended by the Commission that would permit freer dis- 
cussion between the railways and the Shippers of their 
mutual problems? 

A Yes. I believe myself, as I tried to explain in 
my last remarks, that the Board of Transport Commissioners 
Should never come into the picture until all avenues of 
settlement have been exhausted. As I said before, I think 
we have been a little remiss in not doing that, but it 
Seems to be - I don't know who should make the first move, 
possibly either one, and it would possibly be a goed 
Suggestion if the Commission would say that under govern- 
ment direction this has to be done before the Board is 
Called into it. 

Q Possibly conferences along the lines of the con- 
ferences which took place before the present mixing 
Privilege arrangements were put into effect? It would 
be along that line? 

A Yes. There is a certain value in shippers! 


advisory committees, and so on. 
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-3102- Mr, Alton, cr-ex, 


Q Incidentally I take it that you are aware of the 
Tact that the mixing privilege as it Stands now was the 
Subject of many many conferences between the shippers 
themselves? 

A I think we covered that quite fully yesterday. 

Q Right,’ I Had forgotten, I also assume that you 
would agree as a fair minded businessman that the railways 
are entitled to a fair return and reasonable profit on 
their operations? 

A I say that most definitely, If they cannot they 
will not be in a position to give us the service we 
require, not only the railways but trucks, airlines, any 
modes of transport, 

Q You mention trucks. Have you any objection to 
the railways engaging in the trucking business as, SUCH iF 
they can render better service to the public than they are 
Siving at the present time? 

A None whatever as long as -- let us put it this 
way -- the trucking Supplements the rail Carriage. In 
other words, if I as a shipper have a piece of material to 
move from point A to point B, and I contact the railways 
to perform that Service, I do not care whether they take . 
20 on a truck, in a boxcar or on a magic carpet as long as 
they perform the conditions of carriage, 

Q Whichever is the better Service and the better 
method of carriage, you are in favour of that? 

A The railway should be allowed to go into it, but 
8gain on a railway operated service. I do not think I like 
the idea of railways acquiring truck lines,wholly owned 


Subsidiaries, and possibly using those to defeat competition 
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-3103- MY. Alton, cr-ex, 


thereby creating a monopoly. I am against that principle, 
but when they can Supplement and give us ag buyers of 
transportation a better service, Ido not care how they do 
at 

Q That is clear enough: 1 take 2¢ also, Mr. Alton, 
from the opening sentence on page 4, that in principle you 
agree that competitive rates Should be altered when the 
competition, which they were put in to meet, has changed or 
no longer exists. 

A Yes, they do that on our commodity rates, right 
and left, and I believe that the Schedule A rates should 
be treated the same as the special commodity rates, 

Q Again on page 4, I take it when your association 
States that it does not favour theprinciple of establishing 
rates by statute that you refer there particularly to the 
Crow's Nest Pass rates among others? 

A Among others, the Maritime Freight Rates Act and 
extending it to Newfoundland. 

Q I assume that you consider that rates should be 
adjustable because you .say in order to reflect changing 
€conomic conditions? 

A That is correct. 

Q And in this respect the adjustability should be 
under the supervision of the Board of Transport Commission- 
ers? 

A that ts rieht. 

Q So they could have continuing supervision of 
rates and could adjust them as economic conditions change? 

A I believe the Board of Transport Commissioners 
Should have Jurisdiction over any interprovincial form of 


traffic, trucks, waterways, but intra-provincially as far 
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-3104- Mr. Alton, cr-ex, 


as trucks are concerned that should be left in the hands 
of the provincial government, but interprovincially Lt 
Should come under the Board of Transport Commissioners, 

Q You heard Mr, J. E. Brown express his views as 
to the cost of Service theory. I note on page 5. 0f your 
brief that you refer to the differences between eost of 
transportation and cost and value of transportation prin- 
Ciples. Would you care to elaborate your views on thoge 
matters? What are your views concerning the element of 
value of the article carried in making the freight rate? 

A That is properly taken care of now by the 
Canadian freight Classification. One of the basic prin- 
Clples of that publication is the value or end use or 
ability to pay. Let us put it that way. 

Q I take it you agree that all these factors are 
matters to be considered in the making of a rate? 

A Yes. 

Q I take it also that the sole factor of mileage is 
not the only matter that must be considered in arriving 
at a proper freight rate? 

A No, that is one of the factors. There are many 
factors enter into rate making, but I believe our basic 
rates should be on mileage, and instead of having five of 
them - four as of tomorrow - we should have one. 

Q But two commodities, for instance, of equal bulk 
and weight, but of vastly different values, should not 
necessarily be assessed the same freight rate? 

A No, I agree with that. As I Say, that is taken 
care of in the present Canadian freight classification. 


Q You think that is a fair way to do it, and 
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-3105- Mr. Alton, er-=ex; 


generally speaking you are satisfied with the dlassifiéa-« 
tions as they are, Subject to any slight changes or 
amendments which you may have in mind? 

A Yes, possibly they could be refined, 

Q There is one other thing, Mr. Alton, Th oa number 
of briefs which have been submitted to the Commission it 
has been suggested that there should be more control, more 
restriction, by the Board of Transport Commissioners in 
the matter of commodity and competitive rates, and it has 
been suggested that the railways must get the approval of 
the Board before such rates can be made. AS a businessman 
and a shipper, and as a man representing shippers who do 
considerable business with the railways, how does that 
Suggestion appeal to you? 

A Possibly I could explain it this way. For 
years we fought to try to get some of the rate making 
authority and decision removed from Ottawa to Winnipeg on 
the western rates. We have been fairly successful in 
that, and I would hate to see that moved and put in 
Ottawa. I believe that on commodity rates the railways 
Should have the privilege of dealing directly, as I have 
Said before, between the buyers and sellers of transporta- 
tion, and that they should not appeal to the Board of 
Transport Commissioners until every avenue has been 
exhausted between them and they cannot agree. Then the 
Board of Transport Commissioners come in as a referee which 
may override both their wishes if necessary. That is my 
thinking of the proper way of doing it although, while we 
are on the subject, I should like to see that carried 


through but with the provision of reparations. 


siegeineg ftow LA mw 


agertisests itt ae vrais exe WON | 
4). go evgnacta tiptts ute od Jostaue wat 
Thrthat nt sven your wey ua 
boakis® pe Hines yond vidtenog rk 


rodtur: 2 a nod tA walt grind recto emo et oer Pie | 


nD » Holme tame ovid od bods tmdue asod evad dori 3 
yor eres seromn od” binors etant dads beseogaue ‘ioe aad 


eee 


ut ersnotes timo sroganstT te oiaed ond gt nortdel oat 
‘a 


,aatet av ettegnio>, bis gdtdonmos ‘te aotdom old 


7. 
eid top dauim 2 eyewile ond dertd botaongee. me 7 


mommacciand ¢ al _ obtsat ad 89 gates too s10tsd basod § 
. ‘eu 


iieassae? ant 6 8S iss. roomie é 


gan if Bow 


to iavurgas 


Ob ‘omy area fae = 


fad? esob wor .ayewitss aid ddiw ceonhand ineeveb il 


7 
Suey od [aeqas notivosale 
a0¢ Lgaw gidd FL amend btres = yidteeot A 8 


grrkitun ato att Yo smoe Pos of qu oF grimwrot aw 2 : 


 segtanth od awesto mori beyonst note lest bens qa tre 
at Ivtseesons Yister aosd avail oW .8ese" aco taey ae 
a2 duo bes Savon Jeng See oF agen Biwow" 7 bre — 


eysiitss 643 eetas yedbomaos’ no ors evetied I ound 


& 


wnt T Jes Vetooerh soft ab TO ouets vig end aveit bivont 


andtonenert to atebies Sas atoyws ait neewted FIOI8S bye 
%6 boBok sid of Laaggs von fitscorte “yor teria bres med 
teva abit SU MEVE YTV [ietew sano les teniod troqaned 


att gedit .9s%es Jones vers bres ment. coowted bodanm 


i Bs. fl Smo scsuotdelmmod’ sr6qeabet Io, Oe 


fiotaw sete Tot 
*) ‘a@edtetw steht dtvod sbhixireve oe: 


vm at isAT Yywssesoer 
tite .dawodeie i) ambob 10 Yew moang got to aot 
petites gees sve of eh pfvorts . toshds exts ng 

.exolistsgqe? Ts nokeiveta ert Htiw dud sleet 


aw s 


-3106- Mr. Alton, cr-ex, 


Q You heard Mr, Bolton yesterday, and I take it you 
agree with him in that respect, that he is also in favour 
of the present system which allows flexibility and quick 
decision, and allows the shipper to get a rate without all 
the delays that would be entailed in Submitting the matter 
to the Board? 

A If we are going to move the traffic that is the 
Only way you can do Lbs 

Q It has got to move in a hurry? 

A That is rignt, 

Q On page 4 of your brief you State, regarding the 
Crows Nest Pass rates: 


" ..ewe do not believe they will be founda unecon- 


Omiégals oa," 
I take it there that you have not made any detailed or com- 
plete study of that matter, and that you are merely suggest- 
ing that some investigation should be made of those rates? 
A Yes, under their conditions of carriage, 
Q Quite, and if they were found to be too low what 
would you suggest should be done? 
A I believe no form of transport should be permi tted 
to carry any commodity below the cost of operation plus a 
reasonable return based on the conditions of the carriage, 
Q Incidentally, Mr, Alton, I take it that you are 
aware that the American rates on grain and grain products 
are considerably higher than the comparable Canadian rates? 
A I agree, 
Q I had one other line of questioning regarding the 
feed grain Garitf, C.FiA.345, but I will Hot go into that 


any more than to give the Commission the reference to that 
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matter which was discussed at some length in the 21 per 
cent case, It is to be found in volume 761, pages 8293 

and following, and in volume 762, page 8702. That is Mr, 
Alton's evidence. We discussed that with Mr. Alton the 
last time we were here. There is no need to BO ali OVer it 
again. Under C.F.A.145 there is necessity for a certifi- 
cate in order to get the 114 cents -- 

A Yes, you practically have to prove you saw it fed 
to the livestock. 

Q The certificate that is on the tariff simply 
says, "I hereby certify the shipment of so many carloads", 
and you insert whether it is barley, or whatever it may 
be - "for the feeding of livestock and/or poultry", and 
then it shows who it was shipped by, and so on. 

A That is correct. We have to give a certificate on 
each individual car, and if we do not Supply that to the 
railways they do not reduce the rates. I may say that the 
rates are charged at the full domestic rates, as we call 
it, and on proof of this certificate they reduce it, 

Q On proof that the grain was for feeding livestock 
or poultry you get the reduction? 

A That is right. 

Q You remember the case we discussed of the rate 
from Castor to Vancouver the last time we chatted about it? 

A We discussed a lot of things that time. 

MR. O'DONNELL: That is all. 
é 
EXAMINATION by MR. COVERT 
Q Mr, Alton, on page 2 of your submission, the 


Second paragraph on that page, you start out by saying 
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that: 

"We believe that up to the last few years the 
ramifications of the Canadian freight rate Structure, 
as it has been built up over practically one hundred 
years, are arranged, even with all its anomalies, to 
fit into agriculture, trade and commerce to the best 
extent possible," 

I was wondering what you meant by the words "up to the 
dast few years." Have things changed? 

A We were getting into that condition just prior te 
1929, and then you know what happened from 1929 right 
through to the end of hostilities and for a year after, 
Nobody had much time to do anything but push it right 
through, and I believe now with the increased costs the 
railways have, and possibly some of sche inventions and 
better ways of doing things that have been developed 
during the war, that it is time to start applying them 
now and see if we cannot get them applied in the proper 
respect in each line of endeavour. I think that now 
during this post-war period is the time that this should 
be done. 

Q I did not catch whether you said "1929" or "1939"9 

A I meant the beginning of the war, 1939, pardon me, 

Q Yes, and what you are saying is that up to that 
period you think everybody had been nore or less doing 
their best to fit this freight rate structure into agri- 
Culture, trade and commerce. 

A I go along with that, yes, with its anomalies, 
but something developed over one hundred years has a certain 


amount of merit. 
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Q But since then, whether or not it is because of 
lack of time, you think it has been getting away from that? 

A I think in the case of any railway operation there 
very definitely should be a comparison between its rates 
and those of various other things like our highway trans- 
port, our airways, perhaps the Trans-Canada highway and 
the St. Lawrence waterway system, I think before that 
gets in and gets off on the wrong foot it should be con- 
Sidered before it starts. That is what I have in mind, 

Q I take it from the answer you have just given 
that you feel that trucks, for instance, have their field 
in the economy as well as railways? 

A Definitely 

Q And that should all be worked out asa. part: of the 
System of transportation? 

A Correct. 

Q And therefore that you are urging that there must 
be regulation to see that they do not drive each other out 
of business? 

A Correct. 

Q You believe in properly regulated trucking? 

A I do, very much so. 

Q While we are on that Subject, in your answer to 
Mr. O'Donnell about the railways entering into the trucking 
business you said that should be supplementary to the rail- 
Way system? 

A Yes. Very briefly what I have in mind is some- 
thing like the Southern Pacific has down in California, and 
the Northern Pacific and the Great Northern have between 


the west coast and their Okanagan Valley, into Wenatchee 


bis) Aare al #t ton no qavigenty site 
Ho port wares gritedsg mued, Hil th: axmieg of 
oat naiteteqe yews.Fas qn 9 ener ead ab 
aeden ott sosntod IS FAA | a ‘oe sco, we 
eters qeungta foc pal tl egnndt woridy euoirey nip ip Mie ; ~~ 
bas yeni kit shiengo-Raet? ont pqednad asin ee | 
nist hotioe rtlald i908 owes sw, cong'iwad, see a 
336% Beeew at tt 39, aaa “Bite ak at ° 
af vee?  oielda st ares betehm 


me 


Ni 


» £100 ‘ad Hiliiosia ye 


lhetn Bt avad 1 RaW 
Bit voy wawene eae silat + rated i bat a 


cone dant ok vexibored aad ine) uoy 2 
tnyewl (aa 38 ttew og yrenoos oa 7 
visgtat ted AY | 


Aas aut av! 


fet atedt avert. 


sty “Fo ataq. 5 as dub soitow 9d fle pwede. sect bina na 


tio Ad ST OGNCRA) Do | 


‘i 


, " oeniad ae a 
sips woy anes + wnoreraite had, | a 
a ab youd dort sea-od costa lupe I 


te sonteud'4 


jou efi? Jas at Ce 


pao etite nee ay fra. te 


‘toovtod? A 


taniteiow+ pete tint (Leqote wt avetled vot 


gy eles Tot ALL gresieue: tort me acs ow ella a 


oun waksaod > syewiten oat Puede f Lernod" 
re iqqwe sd biverta dadd bisa voy Beer eT 

i emateve 
& 


2 

oe, dorm yrev seb Zo he 
a. 

oO 


wuthosty wl 


thee ef? ad YYsrne 


+ $noe “2 bekin etd aved = tadw yates yxeV «|. aT 
aoe vsterosetet ie mod ean nines’ exedvyvoe sikt sult Beles 
ed sVan phteriserc deena od Die olttoad arent? 208 8 
yvaifeV asgsaend +Jard bsp 98809 snot 


nsw 


sgrindsoaW ofnt , 


-3110- Mrs. ALton 


and places like that, 

Q I think I understand you, but waat I am getting 
at is, is there any suggestion that the railways in this 
country are doing what you said at the end of your answer 
to Mr. O'Donnell they should not do? Are they buying up 
trucks so as to create a monopoly? 

A Well, I did not say they were. bute I isai0 tha 
should be avoided, 

Q Yes, 

A I did not accuse them of doing that, no, but I say 
it is possible and it must be avoided. 

Q But you are not making the suggestion that they are 
ding that? 

A No, iI do know that the railway companies have 
bought truck lines and are operating them, but I would not 
accuse them of that, no. 

Q While we are on this subject I also want to know 
if you feel that there is any real competition between the 
C.N.R. and the C.P.R. 

A We go back for a long while. but frankly I do not 
believe when you get down to the roots of it there is much 
competition between the C.P.R. and the C.N.R. There are 


two many gentlemen's agreements, if vou want to put it that 


way. 

MR. EVANS: You mean they act too much like 
gentlemen? 

THE WITNESS: Well, I will take that under advise- 
ment. 


MR. COVERT: Q. Do you think that there should 


be closer cooperation between the two railways, or do you 
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think that leads to non-competition? 

A I believe there is a limit to which they can go, 
but I think they could cooperate together much more. There 
is one instance of grain moving off the Northern Alberta 
railway, or northern parts of the province interchangeably. 
I think that can be done to very good advantage, if it 
results in nothing more than better service, but if they 
are going to do that what about your freight rate structure 
if it is based on mileages, and travelling over these big 
rugged mountains, and so on? How do we work out those 
details? It can be done. 

COMMISSIONER ANGUS: Q. For better service you 
would look rather to more cooperation than to more com- 
petition? 

A Yes, E think so. I think better cooperation 
possibly in operating methods and so on between the roads 
would result in better service to the buyers of trans- 
portation, 

MR. COVERT: Q. You feel that the better co- 
Operation angle is more important than more competition 
between the two of them? 

A There is a limit to which you can go both ways. 

LT Will put ‘it that way. If you get them absolutely 
together of one mind and thought, and so on, I don't know 
Where we would end up, but there is where the Board of 
Transport Commissioners would come in; 1 hwould+say, but 

I think as to the cooperation angle between medias of 
transportation, trucks with trucks, trucks versus railways, 
railways versus highways and airways, that instead of 


getting together and trying to solve the problems between 
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them they are trying to ignore them, just like the ostrich 
with its head in the sand more or less, I think ali these 
things should be accepted as basic facts, and the basis of 
each taken into consideration, and put it under government 
regulation, As I saia before, intra-provincially the high- 
ways should be under the provincial government, and inter- 
Provincially or interstate it Should come under the Board 
of Transport Commissioners, 

Q You say it is all right for courtship but you 
would not want to see a marriage between the railways? 

A That is possibly it, yes, 

Q But you do feel there Should be full cooperation 
but still real competition between the two of them? 

A Yes, competition in Securing business, 

Q On page 2, where you quote these rates, and show 
the difference between the west and the east, I want to 
make it clear that the sole point of this is that you show 
the anomaly, at least what you suggest is the anomaly in 
the freight rate structure. 

A Yes’, 

Q And the real anomaly is that there is a different 
rate because of end use? 

A Correct. 

Q You say that is wrong in principle? 

A I think so, yes. If they wanted to do it at both 
ends it is all right, but it is wrong to have it at this 
€nd and not at the other end. If they want to Say that 
export wheat through eastern ports takes a lower rate and 
also westbound, O.K, If they want to say that wheat for 


human consumption or livestock going east takes a certain 
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rate, and west a certain Pate; thet ts 13 right, but not 
east down here and west up there. Let us equalize them, 
Equalization means bringing one down or possibly the othér 
up, or one all the way down -- ag long as it is level. 

Q zour point is it might be all right to base a rate 
on end use as long as they did it on end use in the east 
and the west? 

A Correct, If that principle is to be taken into 
rate making it should be taken in on the commodity all 
over the country, not in any particular section. 

Q Then it is not so much that the principle of end 
use is wrong as it is the matter of equalization between 
east and west? 

A I think you are getting away from the principles 
of freight classification. Generally speaking they do not 
take that into consideration. 

Q What you really say is that perhaps end use may 
be a factor in making a rate? 

A It may, yes. There are all kinds of factors; it 
may be one of them, yes, While we are on that statement, 
if you will look at our old domestic rate - there is no 
use flaying a dead horse - the earnings per net ton mile 
of 1.13 are the same as the C.P.R's average earnings for 
1948 out of all classes of traffic, whether it is silk 
Shirts, sand, grain or anything else. 

Q The average? 

A Yes, that is on page 6, item 20 of the C.P.R's 
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Q. Well then, I do not know whether you could draw 
any conclusio s from that. Could you draw the conclusion 
that that showed that the 45 cents per car mile on the 
export rate was Obviously too low? 

A. No. I did not bring that in at Sake 

Q. I just wondered. 

A. I had in there the Shades of the mountain 
differential case where grain was very low, very depressed, 
and so on and so on, It is funny that when I read that 
other Submission, it should work out that the flour we 
eat here, and the Srain we use for human consumption should 
be exactly on the same Carnings, the same general average, 
for all concerned, whether it be first class or eighth class, 

Q. Tha earnings per mile list on page 2 indicates that 
the all-domestic rate is the only rate which equals the 
average? 

A. That is right. I will go that far with you. 

Q. Yes; and that all rates to the east are below the 
average, that is, on grain? 

A, Yes, 

Q. And it looks as if, on grain, generally, with the 
exception of the old domestic rate, that they are all away 
below. As a matter of fact, the largest proportions are 
below half the average earnings? 

A. Yes, except, even the new domestic rate; but the 
feed rate, the average earnings, when you take eighth class 
evain, it is Supposed to be one of the lowest graded or 
Classed commodities, but it is right up among the higher 
brackets, in considering the average. 


Q. In the first paragraph on page 4 you refer to the 
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United States rates being increased 73 per cent, and the 
Canadian rates being increased 21 per cent; and you say 
therefore, that rail competition from the United States has 
disappeared? Is that correct? 

A. Yes. 

Q. And you started out by saying: 

" It is our belief that a number of competitive 

rates have been allowed to remain in effect not- 

withstanding the fact that in most cases the 

original circumstances, such as competition or 

other causes, may now be materially altered," 
And then you quote the tremendous increase in the United 
States ag compared with Canada, and you say that the United 
States rail competition has disappeared. Is there anything 
else you have in mind there? 

A. I do know that that is a4 fact, because I have some 
Slight knowledge of how those group A rates were reduced 
and reduced, due to density of traffic ana so on, Now, with 
these changing conditions ~ and one of the complaints was 
because of the contiguous United States territory, those 
rates have gone up 73 per cent, whereas in Canada, they have 
only gone up 21 per cent; and, whereas, they were put in 
in 1907, when there was no truck competition, on the other 
hand today there is truck competition. 

But I understand that in Quebec and Ontario the trucks 
B80t a 20 per cent increase on the less-than-truckload rates 
in October of 1947 or in April 1948; ana in addition 
there was a 15 per cent increase given in November 1948, 
Which would bring one to believe that the trucks have 


received increases over and above 21 per cent. 
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MR. SINCUATR: 4. What province is that? 

A. Quebec, and Ontario, Manitoba had a 102 per cent 
general rate increase; Saskatchewan had 3 15 per cent one 
and Alberta Sot a 21 per cent and a 15 per cent increase, 

MR. COVERT: Q, T did not lnow that there was any 
regulation of trucks in Quebec and in Ontario. I was wondering 
how this 20 per cent was arrived at? 

A. They have an association of truck Operators down 
there, and that was how it was done. Most of the highway 
Operators belonged to LU, 86 they raised the rates on that 
basis. And I Say, too, that I do know that a lot of the truck 
Operating companies in Ontario and Quebec would glady 
receive another increase, 

MR. O'DONNELL: So would the railways: 

THE WITNESS; Yes, so would the railways, no doubt. 
I say that they should receive their increase in Ontario 
and Quebec and leave us alone out here, 

MR. COVERT: Q. Have you any knowledge of the 
trucking industry in the Cast, as to how they are getting 
along? 

A. I coulda bossibly explain that I think in the east, 
and even inAlberta, they are finding themselves in exactly 
the same position as we did, fifteen to eighteen years ago, 
when most of US, aS Shippers, were forced into* the trucking 
business ourselves, to Give ourselves adequate protection 
and Service, and so on; and I think the solution we have 
had, in cooperation with the Séllers of transportation, 
through the regulatory body, which is the P.V.C., has solved 
that problem to a very large degree, and I do not think I 


could Suggest anything more to those other provinces, which 


yaanvond + sure TR 


‘pane . ae | 
otyedn® Bre oelieig - 


OL «a basil don rag 
Bat newadadaatass foasoront ease 


aq AE ® ire aed) | to es goa ae 
. oi) erseeveo: i 


nocel, Poi DED D508 


3 bite Sateus ot sslowt? oo a 
' 


, 
gen tec 
ano tus tog Gl & 
ere 38S 


WINS Bai Bt abil pals 


sbhricw 2aw % Oks. ae i 
ao $8 hagiine. 4eW $c158) rst 0S ais) 
awed 3807 BEaES faspra “TQ «IC rig rooaas Cs eal yout | wa if ( 
wadgte say 48 seh snob Bow i) wot 88W ‘sent ‘bas Bea 
add oO7 aoES sn Len etd oe ti os 8 pognoted atods 


ada “Lo del = #end wok oh i sud. oom ,¥se t Beth 
vost} stich eres mt tiie Otsa NO” “pak ae Briusdto9 pies 
.5ans axuitt nsiitote ayte 
ya at OM i 


+ Hie Or 


~7duob on pyawilé st aft Piaow CF (aan +SOave lw auT 
pivede ys dsat yas 


1 * 
sneer, ye? a jai ayvieost 
Bw > . ned eee” Se 


arenpao ai See 
wat 31 Sapte sv ayaol bru sede a a 
an> DO aybeiwornt . Vis four Sven a VOD AM 7 a 
“Att Sits pe 1 atl wan on: be, ps ara at gtd auoat sft sii 
weno emt mk ithe eat silty yiglesor ‘pivos 1 
eidvonee ot -airfoamott RALBMTS O'se yous os pqoatactt nenen 


O88 BIBS. nasthats OF aepdrtt oli om al nots tao <a 
oridaind atte +otnk beowet Sto greqyide 88 Ba to seam’ 
ot beviseie aesee 


_solvieg® 


ngebe vovisata ute 


foia trod ond! 5a! 


oat sakad’ 5° Gab eee oe 5s 
rors requo? at 
+‘ 


95 protien sila atiw 


wee abed yrorsisges ard ages 


oy. 4 wt et so0% ma 
a 
seared oxunt View B OF ae oh 


i¢ys Deans 


tT. sede ted of tT Boe 


3 ‘out of stoi’ pret 


‘cers ec 


Hokidw pegouttyots 


3120 MY, 116% 


are going through the same throes that we did, than that 
they should follow our BOLlUtLON of i¢; 

2. On page 4 you asked a question in the penultimate 
paragraph, and you said: 

"Vee eWhy could we not have a uniform class rate 

Structure for all of Canada?" 
Do you believe that that is one of the most important factors 
in fixing up this freight rate Structure, so that there will 
be equality? 

A. That is our basis, the basis ofar rates, that 
actually comes under the Board of Transport Commissioners; 
I mean the basic rates and those are your class rate 
Structures. We have five of them at the present time, 
Tomorrow we will have four; and they are unequal. And if you 
want to equalize four things you add them all together and 
divide them by four. But I do not think it would work out, 

Q. That was to Sive them another increase? 

As, Yes, but I do not think they should do it that way. 
They have a Superior scale which, I do not think originates 
much traffic, and which Should not be actually taken as a 
rate basis. [I Should say that should be eliminated; but 
because there ig nothing much we can do about the Maritime 
Situation, if they want to be odd, from the rest of us, then 
I would say: Let them go, 

Q. Could you just use a different word from "odd"'9 

A. I was looking right at you. It is very bad. What 
Should we Say: Odd, different? 

MR. EVANS: Q, They could hardly be said to be 

even? 


A. That is right. They could hardly be said to even. 
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Yes, let us put it that way. And then that leaves two 
ALRE Structures,and to equalize two things, you first add 
them together and divide them by two. 

MRS COVERT? "O3 P On page 5, in the first paragraph, 
you deal with the I.C.c. Classifications; and T take it that 
what you are Saying is that they should be studied because it 
might be an approach to uniformity. 

A. That is what T Say, but it is only a partial 
Solution to rate and tariff Simplification. If it did not do 
anything about the rates, it could Simplify the tariffs to 
a great extent. 

Q. I would be interested in having your Opinion on the 
question of whether or not, in addition to irxine es maximum, 
there should be a minimum fixed. I think yousuggested that 
in between those, that leaves the field where the buyers 
and sellers of transportation can get together and make 
Suitable rates? 

at Yepy*" TP wil iesgs along with you. I think that 
possibly not only the two railways but in the case of a lot 
of other businesses, that they should not be compelled by law, 
or compelled to do it, to carry goods at a loss, 

COMMISSIONER ANGUS: Q. Who would determine that? 
Do you think the Railway Commission should decide the level 
of out-of-pocket expenses, or whatever is the level of 
variable expenses? 

A. Yes. I believe it eoula be easily solved if 
the railways both had the same system of bookkeeping 
and could arrive at a common figure and not to have one say: 
I disagree with this figure of yours as compared to mine. 


That way they disagree before they ever get started. But I 
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believe they could figure out what it does cost fairly 
closely to haul one ton one mile. Then, that would have to 
be graduated through the volume of the goodshandled at those 
rates. I think it could eaSily be developed as to what are 
equitable basic rates for given basic commodities, and that 
would be thefloor. And then there is a ceiling through a 
maximum standard mileage tariff used, and it would fluctuate 
between, due to conditions of competition and whatever 
factors may come into it. 

Q. You would leave it to the railways and to their 
accountants to estimate the proper amount? 

me Well oie 

MR. COVERT: 2. You would want to have that checked 

by the B.T,C? 

A. Oh, yes, absolutely. I woulc Say that the buyers 
and sellers might be of a little assistance to one another 


in their different viewpoints and that the B.T.c, could sit 


in as referee in finally establishing it. 


Q. 


The minimum, I take it, is based on the cost | 
of service,plus fair and reasonable profit. 

A. Oh, yes. I think that profit should be taker in | 
as part of the cost of service. 

= mmo you Bay that if they cannot get business at that 
minimum rate, they should let it go? 

ne 86fe8, 686 tO. every medium of transportation, or even 
to a competing railroad, if necessary. JI think the way our 
railway system is set up, and the areas it serves, I do not 
think we have anything toworry about. All we have to do is 
to get busy and populate the country. 


Q. If you had a maximum and a minimum, and left it to the 
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individuals to bargain in bétween; perhaos, if they were 
better bargainers in the west than in the east you would not 
have tremendous discrepancies? 

A. It has been that way, too, possibly. But we are 
learning. 

MR. BRAZIER: Q, Yes, we are learning from the 

e€asterners how to guard against them. 

A. The wise men from the east are always of help to us, 
But I have in mind that our industries are, possibly, becoming 
national, or if not national, then national in Scope, through 
the operations in which they deal. Take the meat packing 
industry, for example, and manufacturing industries of any 
description such as chemicals, drugs or hardware, They are 
not all so much self-centred in the east. They have branch 
houses all over the west, and they are beginning to recognize 
that the west has a few people out here, other than red Indians, 
‘nd they are beginning to think that it is to their own 
interests to get around and see what they can do for 
these forlorn cousins out here; And I think that, through that 
principle, they can get together,even traffic men from the 
east and west, and industrial men. We still have our 
differences, but I think we could come out with a fairly 
workable plan. Sometimes we do not always agree. It would 
be a terrible thing if everybody agreed on everything, 

2. Now, arising out of the examination by Mr. O'Donnell, 
did you not Say that the Freight Rate Association forced you 
to establish a branch at Kamloops? 

A. Thatwas one of the basic factors, because of not 
having the privilege of back haul under Cariff. 145.2. » Ouse 


Manufacturing plant is at Vancouver, and if we took anything 
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back to Kamloops,we would have to pay the full domestic 

rate with the mountain differential and everything else in 
it, back to Chilliwae or any of those placesep the way back, 
But if we have a branch at Kamloops we can stop it off there 
and get the balance of the through rate, Therefore, that 
forced us to put that branch in at Kamloops in order to 

take advantage of that distribution benefit through the 
stop-off for packing, crushing and grinding, as it says in 
tariff 145, 

But the men on the prairies, it is not necessary for 
them to do that, because they can do it on the balance of 
the through rate which is,;in effect , just about a direct 
line, It is not the same as the sum of two local rates. 

@. In other words that was the major factor in 
deciding whether or not to build the branch at Kamloops? 

A. Yes, 

Q. Do you think there are many instances of freight 
rates constituting a major factor in determining whether or 
not branches or plants or industries aré DULLG up in’ 
certain locations? 

A. Oh, yes, freight rates are the basis of our 
distribution, and you place your plants or situate them at 
the best place for distribution. That holds good in any 
form of business, and especially in the grain business. Our 
Plant started at Edmonton because we could ship through on 
the continuous mileage or terminal rates. 7 Do you think there 
are many places where a differential between east and west 
has done that? 

A. Oh, yes, but I could not tell you of any definite 


Case. But I do know where that has influenced the placing 
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of a plant, whether in eastern Canada Or in western Canada. 

Q. You made refereme to areferee* agent when 
discussing the possibility of Shippers and railways getting 
together, and the B.T.C, acting as a referee? 

A. No, I did not say"referee}' I said: "Reparations?! 
that is what 1 meant, I think it should work both ways 
on the negotiating end of it. I do not, possibly go 
along with the idea of some bright fellow discovering a 
rate which has ree for a long while, and then his 
trying to get something out of it. I could quote you nothing 
better than TL aeCrte differential tariffs which are just 
- coming in this morning. I think there are quite a few 
anomalies in them: which willhave to be negotiated. 

But if we had reparations in connection with those 
tariffs in effect, on the first of July, and on the thirtieth 
of June - we have not had much time to lodge protests - 
but if the new tariff proves to “ be unequal or possibly 
not considerate - I would not say the order of the board - 
pic if 1t is not =- if it has not the equalization, then 
they should get together and iron it out. I think 
equalization should be brought about by the lst of July, 
and if the tariff se-not changed once sonen eter thaty 1 
‘would mele the negotiation end of it far better ard not 
all one sided. 

Q. I understand that in addition to being engaged 
in business, a business which pays a very substantial 
amount of freight rates, you also take a great interest in 
this business of railway rates and transportation, 


generally? 


A. Much to my sorrow, I presume. 
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Q. And you teach at the University of British Columbia? 

A. No. Please do not put it that way. I lecture at 
the University of British Columbia's extension courses, 

Q@. Yes; and you have been doing that for some time? 

A. The University of British Columbia has only taken 
over that course in the last two years. But prior to that 
for ten years, we carried on private courses, 

Q. And you used to work for the railway, did you not, 
at one time? 

A. ' Yes, and so did my father before me, 

Q. That is all, thank you. 

THE CHAIRMAN: Are there any other questions? 

COMMISSIONER INNIS: @. You Spoke about the 
difficulties which followed in the case of rates which were 
made politically. I believe you mentioned "political 
Saw-off". Are those rates to be before the Board? 

A. If two parties come together and Say: We must 
file these rates, then I do not kmow whether the Board would 
interject. They might have the power to do so, but whether 
or not they would, is a different thing. I think it would 
be the same as it is with respect to the rates over which 
the Board has control at the present time, I do not think 
they would enter into it. 

@. Do you think the Board would be influenced by 
political pressure at all, or by the effect of polities 
Opinion? 

A. No. The Board of Transport Commissioners was not 
drawn into the negotiations of the C.F.A. tariff, whatsoever, 
Mr. Sinclair has stated how the negotations came about out 


here. It was done by people wanting lower tariffs. I 
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remember how Mr, Tom Reid fought for that for years and 
years on the floor of Parliament. And then the government 
took it under advisement and called together the two 
railways and said: Something must be done. So that is a 
result of what happened. The Board of Transport Commissioners 
was not brought into it at all. It wea negotiated rate. 
The Government was interested, also the Department of 
ASriculture and the buyers and sellers out here; So the 
Board of Transport Commissioners only gave it their blessing, 
after the negotiation was finished. 
Q. This would become only a means of negotiating rates? 
A. Yes, that is right. 
MR. O'DONNELL: Q. At a round-table conference? 
A. Mostly on the political Side, yes. 
Q. Would the political people sit in on your discussions? 
A. I don't remember how many times I discussed it with 
Mr. Tom Reid, but it was at that negotiation. 
THE CHAIRMAN: Are there any other questions? 
If not, I thank you very very much, Mr, Alton. 
MR. COVERT: Mr. Chairman, the next submission will 
be No. 9 on the list, that of the British Columbia Tug 
Boat Owners! Association. 
I might add, Mr. Chairman, that these people have been 
here since all day yesterday, and I intimated to them that 
we would try to get them on the first thing this morning. 
Mr. Lindsay? 


Mr. J, A, LINDSAY, Called 


MR. COVERT: Q. Mr. Lindsay, would you give the 


Commissioners your full name please? 
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Re F540, Lindsay, 
®. And you represent the British Columbia 
Tug Boat Owners! Association? 
A. That is correct, 

Q. 4nd what is your official Capacity in that 
organization? 

A. I ama past president, and I am chairman of the 
committee which igs charged with the presentation of this 
brief, 

Q. You have a Submission. Would you please read it 


to the Commissioners? 
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THE WITNESS: Mr. Chairman and Commissioners: We 
respectfully ask that your Commission, when considering 
the question of coastwigse freight rates or the fea- 
sibility of instituting a system of exclusive franchises 
On routes where services presently subsidized by the 
Federal Government are operating, accept and 8ive cone 
sideration to the following submission of facts ree 
lating to the Towboat Industry in British Columbia. 

This industry ts of considerable magnitude, as evi- 
denced by Table "A" attached hereto. 

The industry had its origin approximately sixty 
years ago when the establishment of industries on the 
British Columbia Coast commenced. The first movement 
cOnsisted of the transportation of logging camp equipment 
to camp sites on the coast and the movement of — 
logs from camps to sawmills. Coupled with this was 
the handling of sailing vessels from ceep water off 
the coast to and from sawmills and coal loading points 
and the movement of coal by barge from Vancouver Island 
mines to points of consumption on the mainland and in 
United States. 

The industry has consistently developed so that 
today its field of activity covers the transportation 
of practically every commodity produced in bulk on the 
coast of British Columbia and in many cases it is the 
Only economical means of transportation open to the 
products of these industries. 

The towboat and barge service has kept pace with 
the industrialization of the coast area of the Province 
of British Columbia and we say without fear of contra- 


diction, that the service rendered by the tug and barge 
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fleet on this coast is not excelled else:rhere, 

The British Columbia coastline extends approximately 
six hundred and fifty miles as the crow flies with a 
total] coastline of many thousands of miles, and when it 
1s also remembered that by reason of the Seographic nature 
of the coast, railways and highways do not exist, these 
industries and the day to day life of the employees and 
their families in these far flung areas, depend entirely 
upon waterborne transportation, of which the towboat fleet 
is a primary factor, there does not appear to be any 
room for doubt as to the importance of the service ren- 
dered by. our industry. 

Transportation on this coast divides itself into two 
main categories -- air transportation and water trans-= 
portation. At the moment we are not concerned with air 
transportation and therefore this brie? is presented to 
cover water transportation only. 

The waterborne traffic has in a process of evolution, 
divided itself into two main classes of transport service, 
(1), the coastwise vessel, and (2), tovboats and barge 
service. The coastwise vessels handle principally passen~ 
gers, mail, express, fast freight, perishables, while the 
tug and barge industry, by the same process of evolution 
now handles all the traffic of logs and the major portion 
of the coarser bulk, non-perishable ccmmodities such as 
sand, gravel, petroleum products, lumber and cement, coal, 
pulp and paper, lime and limestone, rock, pulp, chips, 
hog fuel, heavy logging machinery and equipment, etc. The 
latter service has proven itself beyond doubt to be the 
most suitable and economical for the movement of these 


commodities, as many of these places have no docking or 
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berthing facilities and cargo must be handled direct 
from shore to barge or vice versa, 

Approximately twenty-five years ago covered barges 
came into use for the purpose of handling freight which 
requires protection from the weather. It was not until 
the commencement of the last war that this type of ser- 
vice reached its present volume. At this time, approxi- 
mately 1940, coastal vessels serving the industries and 
communities on this coast were withdrawn from that service 
and placed with the United States Army Transport Service 
handling war materials to Alaska, and as a4 result a 
number of the industries on our coast were forced to 
find other means of transportation for their products, 
which, at that time, were for the most part connected 
with the war effort. As a result, large sums of money 
were spent building up this covered barge service to a 
point where today it is capable of handling the major 
movement of pulp, paper and cement. 

The use of this covered barge service further demon-~ 
strated economies in transportation, but particularly 
further major economies in methods of handling cargo 
which could not be employed in the conventional type of 


Coastwise vessel, to such an extent that today any res- 


triction which might be placed on the free movement in 
this manner by tug and barge, would constitute a direct 


hardship on a number of our major industries at a time 
when it is particularly necessary, in view of changed 
world conditions, for industries to avail themselves of 


every possible means of economizing. 

Moreover, the tug and barge service is highly flex- 
ible; for instance, a barge can be placed at a point for 
loading or unloading at the convenience of the shipper 


Or consignee, but the tug which placed the barge there 
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does :not have to stand by, but can proceed elsewhere 
and perform other work while the barge 1s being loaded 
or unloaded. In this way the tug 's earning power is 
not cut down by stand by time. This cannot be done in 
the case of a coastal ship -- which must stand idle 
while loading or unloading cargo. 

The tug and barge service may be compared with a 
railway train -- the tug being the locomotive and the 
barge the freight cars; the tug, which is the expensive 
unit to operate, working continuously and the barges 
being moved after loading or unloading has taken place, 

Industries and communities on the coastline of 
British Columbia served by the tug and barge fleet must 
pay an arbitrary charge over and above the normal termina’? 
rates made by the national transportation services. It ig 
therefore vital to these communities that they obtain 
transportation services at the lowest possible cost. 

This is the service rendered by the tug and barge fleet. 

Another factor which has contributed to the increase 
in the demand for tug and barge transportation is the 
fact that the towboat industry has consistently modernized 
and increased the size and efficiency of their equipment 


from year to year to meet increasing traffic conditions. 


These modernizations have consisted of the provision of 
bigger and better tugs, barges and covered barges, in- 
Stallation of modern diesel engines in tugboats and the 


conversion of steam tugs to diesel power. 


In other words, every effort is made by the towboat 


industry to curtail operating costs by eliminating anti- 
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quated equipment and we are thus able to provide ef- 
ficient service at fair and reasonable costs. 

All of the above have involved large expenditures 
and all of the work has been performed in Canadian 
shipyards by Canadian workmen, 

The customers served by this industry will, we 
think, without exception, bear us out on the points 
mentioned, i.e, efficiency of service and reasonable 
costs. 

The towboat and barge industry has always operated 
On the principle of free enterprise. Competition is 
keen and healthy. The business is not controlled by any 
Single Company or group of Companies, The tugs are 
operated under stringent Government regulations. 

The rates in effect today are rates based on actual 
Operating costs plus a reasonable margin of profit, de- 
preciation, etc. 

In conclusion, we make the following representa- 
tions: 

1. The tug and barge service on this coast has been 

and is a major factor in the establishment of 

British Columbia industries. 

2. The growth and expansion of tug and barge service 

has been a natural outcome of the demands made upon 

it ‘by the industries which it serves. 

3. The tug and barge industry has been built up on 

a purely independent basis and is not controlled by 

any single firm or group. 

4. In our Opinion, any action on the part of your 

Commission which would tend to curb or regiment 

the activities of the tug and barge business, would 

be detrimental to the industrial life of British 


fully submitted, 
mbis. nie gabe eC. Rowboat Owners' Association. 
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TABLE "all 
asd cosas Sol 


no, Of Individuals, Firms and Companies operating 
tugs and scows and DENIES et a a eee = 47 


No. of tugs operated ranging up to 1800 H.P. of 

which 199 are Diesel powered, radiophone 

equipped for efficient control, and des- 

POUERI NEI ees ot orld te ky, 6 260 
Bon omcervtckin lumpia seemed ty gly ya: 20 


No, of scows and barges up to 1200 tons capacity 350 


Replacement valuation of Cqui pen Wis seh teds $15,500,000 
Service rendered in a Wide area - with an 

fo Ae OneEh Or 2S we Re ek ee 650 miles 
Tows made up to a MIStOnGe Of se 4 2 bw ee 500 miles 
Number of men SMUPLOVOR = eS we bk ee EO 2,000 
Beeeete sy ROW Sk kk $4,000,000 
Volume of some of principal commodities moved 
by tug, scow and barge set Per Annum 
Sand and gravel 1,250,000 tons 
Cement 175,000 tons 
Coal 300,000 tons 
Pulp and paper 216,000 tons 
Rock 150,000 tons 
I’me rock 300,000 tons 
Hog fuel and pulp chips 759,000 tons 
Oil and petroleum products 464,500 tons 
Logs 3,000,000,000 F.B.M. 


Other commodities, including lumber, shin- 

gles, and general cargo, too numerous to 

describe, with an estimated tonnage of 
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MR. COVERT: Q. Just a few questions, Mr. 
Lindsay. On page 3 of your brief in the last paragraph 
you say: 

"Industries and communities on the coastline of 

British Columbia served by the tug and barge fleet 

must pay an arbitrary charge over and above the 

normal terminal rates made by the national trans- 
portation services." 
I wonder if you would perhaps clarify that? 

A, I mean by that that a community on the coastline, 
let us say Alert Bay, the cost of Shipping an article from 
let us say Winnipeg to Alert Bay is higher than shipping 
from Winnipeg to Vancouver, therefore the cost of living 
in Alert Bay must be higher than it would be in Vancouver. 
That is what I mean when TI say terminal rates, that is 
the rates to V-neouver or Prince Rupert. 

Q. Now, on page 4, the fifth paragraph, at the end 
of the paragraph you say: 

"The tugs are operated under stringeht Govern- 
ment regulations." 
Are those safety regulations and so on? They have 
nothing to do with freight rates? 

A. Oh, no; it is all to do with safety regulations, 
the personnel and all that sort of thing. 

COMMISSIONER ANGUS: Q. Are these regulations 
of the Federal Government : 

A, Of the Federal Government, yes, sir. 

MR. COVERT: Then in the next paragraph on that 
Same page you say: 
"The rates in effect today are rates 
based on actual operating costs plus a reasonable 


margin of profit, depreciation, etc." 
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Now, I wonder if yOu could téll us how those rates are 
fixed; is it purely as a result of competition, or 

are there standard scales of rates, or how are they 
arrived at? Do the tug or tow boat operators get to- 
gether and fix a standard set of rates? Would you mind 
elaborating on that? 

A. Well, there is no standard rate, 

Q. For anything? 

A, We have an association of 47 members; all of 
the tug boat operators belong to the association, with 
one or two very small exceptions. The purpose of the 
association is definitely not to fix rates. During the 
war our rates were controlled by the Wartime Prices and 
Trade Board, and it was necessary for us to make repre- 
sentations to that Board on two or three occasions in 
order to endeavour to get increases, and we were success-= 
ful in two cases, but the rates in effect today are 
set by individual operators, but they are guided by 
the association on the matter of how to figure costs, 
so that the companies do use similar methods of book- 
keeping to arrive at their costs, which is important. 

Q. Now, is there any uniformity in the rates among 
the various operators, or is there any competition? 

A. Oh, there 1s very definitely competition, very 
definitely competition. 


Q. Resulting in some operators charging less for 


performing the same service? 


A. Very definitely, very definitely; but remember, 


the competition comes into more than rates; the com-~- 


petition comes into service. For instance, we might be 


able to handle certain commodities from, let us say, 
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Beaver Creek to Vancouver, cheaper than a competitor might 
be able to handle it, because we might have a better type 
of equipment to handle that particular commodity, and 
these companies have to a large extent Specialized on 
certain types of equipment for handling certain com- 
modities. For instance, one company handles a large 
portion of the cement here; we might handle a large 
portion of a certain other commodity, and we have equipment 
Suitable for that particular commodity. For instance, we 
handle pulp chips, we will Say. Now, the equipment we 

use for pulp chips would not be suitable to handle 
cement, and that is where the competition comes in. 

Q. Do any of the companies ever reach the Stage where 
they perhaps put in rates that are so low that they drive 
someone out of the business, or perhaps they are driven out 
of the business themselves? I mean, have you had towboat 
companies or owners forced out of business by virtue of 
this competition? 

A. I have never known of any company, of any 
Substantial company, to be forced out by competition, no. 
Certain companies have gone out, but it has been some other 
factor that has come into it, not competition. Competition 
in our industry is 2 very healthy competition, but still it 
is keen. 

2. What you ere saying is that the towboat owners 
are providing good service, and you think fair rates? 

A. That is right. 

Q And that they do not need any regulation 

A. That is right. 

Q At least, the time certainly has not arrived 
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A, That is right; and anything that might be done 
to regulate would have an adverse effect on the general 
business at large. 

Q. Just one more question. You mention about when 
you had to go before the Wartime Prices and Trade Board, I 
think it was, to have some rates raised; at that time did 
they inquire pretty carefully into your costs? 

A. They certainly did; they went into them from one 
end to the other. 

Q. And they were Satisfied, and permitted you to 
raise the prices in certain instances? 

A. That is correct. 

Q. That is all, thank you. 

COMMISSIONER ANGUS: Are there any other questions 

MR. SINCLAIR: We have no questions. 

COMMISSIONER ANGUS: Thank you very much. 

MR. COVERT: The next one, Mr. Chairman, is the 
Bella Coola Consumers Cooperative Association. My 
Gargrave. 

HERBERT GARGRAVE, called 

EXAMINED BY MR. COVERT 

Q. Mr. Gargrave, would you give the Commissioners 
your full name? 

A. Herbert Gargrave. 

Q. You may sit down if you wish, Mr. Gargrave. Now, 
would you tell the Commission your position with the Bella 
Coola Consumers Cooperative? 

A, Well, I am acting in a purely voluntary capacity 
for the Bella Coola Cooperative Association on this occasion. 
Up until June 15 I was the legislative representative for 


the area in which Bella Coola is situate; some unfortunate 
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happenings oceurred on the i5th, and I am no longer 
representing that area in the legislature, but I do have a 
knowledge of their problems, and I promised them that I 
would appear before the Commission on their behalf. 

MR. COVERT: Now, I would like to say, Mr .Chairman, 
that this brief deals with a matter particularly related to 
one shipper, the Union Steamship Company, and they are 
represented here, and I think --- 

MR. BRAZIER: Mr. Milton Owen, Mr. Chairman, is 
here representing the Union Steamships, and would like the 
privilege of asking questions. 

MR. COVERT: Q. Then, Mr. Gargrave, would you 
present the brief? 

A. Mr. Chairman and Commissioners, I would like to 


Say at the outset that I would apologize for the amateurish 


way in which this brief has been prepared. We had no 
professional assistance at all. The figures in there have 


been obtained by the Co-op from their own invoices and 

from the manifests of the Union Steamship Company. And, 

if I may say so, sir, I feel that had other communities 

on the coast been aware of the wide range of your Commission 
there would have been Similar representations to this one 
Submitted, because I think T can Say without any fear of 
contradiction that I Speak for many thousand residents on 
the coast in presenting this point of view. 

The basic problem underlying this submission is 
that of establishing the right of the people resident in 
the coastal areas of B.C. to have set up some controlling 
body for the regulation of fares and freight rates to 
areas served by coastal steamship companies. 


It has been established and recognized that areas 
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served by railroad are protected against unfair freight and 
fare structures by the control over same exercised by the 
Transport Commissioners and before any increases can be 

put into effect a case must be made by the railroads. 

Coastal areas in B.C. are as fully dependent 
upon steamship service ag are areas served by railroad 3 
in fact more so, because most coastal points have no 
alternative road Systems as have most mainland areas. It 
is then a fact that steamship service is the very life blood 
of most coastal communities. 

Invae aid tig specifically with the problem of the 
Bella Coola Consumers Cooperative Association I attach 
hereto some examples taken from invoices and manifestoes 
to give you some idea of the increases which have been 
arbitrarily imposed by the Union Steamship Co. 

Bella €ools like many other coastal points is 
exclusively served by the Uhion S.S. Go. and haé a weekly 
boat service, except on occasions when the period between 
boats is greater, Last year the Steamship company 
announced its intention of ehanging to a two week service 
but fortunately they were persuaded to maintain a 
weekly service. 

Fares have been increased three times since 1946 
and 2s you will see from the few examples of freight rates 
attached at least three increases in that field have gone 
into effect in the same period. 

A new method of computing freight rates by cubic 
measure has also been introduced and the company can amd 
do arbitrarily change rates by manipulating the two 
methods, to the extent that the Cooperative inform me 


that last winter the freight rates fluctuated from week 
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to week and they could not Set the retail price of some 
commodities until after they had received the freight 
costs each week. 

This situation has now changed for the better 
but the Coop fear that without some Governing authority 
& repetition of such conditions may again arise. 

The general complaint has been that even the 
wharf agent Mr. Hart had no knowledge until the boat 
arrived of the charges and he has Stated that his 
estimates were always below that of the charges when the boat 
arrived. Every attempt was made to get some definite 
Schedule of charges and finally on April 18th, 1949, the 
following charges were laid out in a letter received from 
ene Union 5.8. Co, 

Freight Handling Wharfage C/R. Total 

Feed per ton $13.00 $2.00 506. 05¢e. $15.55 


Fertilizer per 
HO cu. Ft. $10.50 $2.00 50c. 61 56° $13,35 


Groceries per 
4O cu. Ft. $10.50 $2.00 50c. »1£58...$13.15 


Hardware and 
General freight 
per 40 cu.ft. $10.50 $2.00 50c. .25¢6...$13.15 
Flour per ton $10.50 $2.00 50c. -15¢e. $13.15 
COMMISSIONER INNIS: Q. Are you talking of a 
Particular distance in this table? 
a The distance is, as I understand, from Vancouver 
to Bella Coola. 
A later letter from the company stated this 
tariff came into effect on June lith, 1948. 
It will be noted that many of these commodities 


are row charged by cubic measurement rather than by weight 
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and that move has increased costs considerably. For 
instance, last month it cost $17.00 per ton for hay it 
now being measured by cubic content. 

In addition as already mentioned there seems to 
be no defined method of Charging. For instance flour ha 
&@ price per ton, but on one order last winter of flour, 
Seed, fertilizer and rock salt the company figured the 
freight charges by cubic measurement except for the gxt 
Salt which was charged by weight. 

The company may well claim that the schedule of 
rates set in June 1948 is now the established tariff, but 
by such manipulations as mentioned above the price can 
change even from week to week and because of the monopoly 
character of the transportation problem there is nothing 
the residents or business people from Bella Coola can do 
ebout the matter. 

Another aspect of the problem is the freight 
rate in effect from port to port on the various routes. 

To take the case of Bella Coola again. This area pro- 
duces a fairly large amount of root crops such as potatoes. 
Last winter approximately 300 tons were shipped and the 
natural market is Ocean Falls, approximately seventy miles 
by sea and Several large logging camps within 150 mile 
radius. In addition fairly large amounts have been 
Shipped north to Prince Rupert. 

In 1949 the freight rate in effect for potatoes 
to Prince Rupert was $13.10 per ton. In 1947 and 1948 the 
Pate was $10.50 per ton. Prince Rupert was able to obtain 
Botatoes for $6.50 per ton freight rate from other sources 
“nd consequently the Bella Coola producers had to take 
$4.00 per ton less to allow for the difference in freight 


rates, 
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In September 1948, the Coop were notified by 
Ocean Falls that they could obtain potatoes from Vancouver 
for $6.50 a ton plus handling charges, The Union 8s. 63. 
charged $8.50 a ton plus handling from Bella Coola to Oeean 
Falls and consequently the producers had to take off $3.00 
a ton to compete with other shippers, 

Last winter several Shipments of potatoes were 
made to Englewood, a camp approximately half way between 
Bella Coola and Vancouver, The charges on these Shipments 
were $10.50 a ton and in order to meet Vancouver competition 
with lower freight rate Charges the producers had to take 
off $3.00 a ton. 

Generally Speaking Bella Coola feels it has been 
discriminated against as compared with Ocean Falls which 
is approximately the same distance from Vancouver. When 
Previous minimum rates were in effect the rate to Bella 
Coola was seventy cents, to Ocean Falls fifty-five cents. 
The present minimum rate is $1.40 to Bella Coole ana $1.20 
to Ocean Falls. The fare has always been cheaper to 
Ocean Falls then to Bella Coola. 

The service to smaller communities in the northern 
Section of the coast has been gradually getting worse, 
particularly in the winter. Just one example that was 
drawn to my attention during last winter was the whole of 
Rivers Inlet which has some three or four ports of call 
in summer months. Last winter all passenger boats were 
cut off the run and a freight boat provided every two 
weeks. This boat had primitive accommodation for three 
Passengers and would not allow women unless accompanied 
by their thusbands. To get to Vancouver the passengers 


had to travel north until a regular steamship port was 
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contacted and then transfer to come back to Vancouver. 

I would like to mention in that connection one 
example that was given to me last winter, of a man who 
wanted to get from Wadhams, which is at the mouth of 
Rivers Inlet, to Vancouver; he had to take this freight 
boat. The boat was supposed to call into Namu, but for 
Some reason it didn't. The passenger had to pay his fere 
to Ocean Falls, had to Stay two days in the hotel at 
Ocean Falls, and then had to pay the full fare back from 
Ocean Falls to get to Vancouver, which is rather a primitive 
way of travelling in this modern day and age. 

One other factor as far as service ig concerned. 
The residents of Ocean Falls are not given proper considera- 
tion in summer months. 

Mr. Chairman, I might say this applies to all 
Steamship companies, not only the Union Steamship Company. 

Due to the large number of tourists who take round 
trips to northern points in B.C. only limited accommodation 
is available to the residents of Ocean Falls and I am 
informed that accommodation is already booked until the 
end of September. On several occasions residents all 
ready to leave for their summer vacations have been left 
on the dock and this year does not promise any difference 
in this condition. 

The whole picture warrants a complete investiga- 
tion in the interest of people living in coastal areas. 

May I repeat the opening sentiments of this 
brief. If it is considered to be in the interest of the 
Public that railroads should be controlled as to fares, 
freight rates, etc. by the Board of Transport Commissioners 


then I submit that a similar controlling factor should be 
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introduced to cover coastal shipping which is essential 
to the general welfare of the coastal communities as rail- 
roads are to mainland communities. In fact the case o 
for the coast is even stronger because there is little or 
no competition either by air or by road. 

All of which is respectfully submitted. 

MR. COVERT:Q.There is a table attached to your 


brief, Mr. Gargrave? 


A. Yes; I don't know whether you want the figures 
read. 

Q. No; that can be copied into the record as if it 
Were? read . 


Freight rate survey taken June 1949 


MEAT from Burns - Bologna, sausage, bacon, hamburger, etc. 


June 1946 Rate - $ .95 per cwt ) Amounts charged & 
Nov. 18;. 1947 My - HS \kee MY taken from invoices 
Mar. 23, 1948 Sete ea \an the and manifesto. 
April 23, 1949 ae oe el oe i 


FEED, fertilizer & Seed (Mixed orders) 


June 1946 $6.55 per Ton 
July 16, 1947 J 
Mar. 23, 1948 $9.00 t" " 
May 14, 194 68" " plus wharfage & 
. as $9 handling. 
FLOUR 
June 1946 $ 8.00 per ton 
pee. a7, 1 134 OD ge " plus $2.00 handling, 
" ahi ies plus wharfage 
March 22, j 10.50 " "plus handlin 
a9 ee wharfage = 83. 15 


per ton. 
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The flour rate hes come down Since going by ton 
rate. Orders that come by cubic measurement were higher. 
GROCERIES 
May14,..1949.- Generally sent by cubic measurement which 
cost twenty-six and one-half cents per cubic foot plus 
five cents handling, plus wharfage. This works out so 
our freight on groveries comes to six per cent of cost 
Brice. The bread comes by weight and costs $1.00 per 
carton. 

1946 - At this time the store allowed five per cent of 
cost price to bring the groceries from Vancouver into our 
warehouse at the store. 

DRYGOODS & HARDWARE are now sent by cubic measurements. 

On figuring amount charged from manifesto it came to 
thirty-seven cents per cubic foot in 1949, This doesn't 
seem to coincide with figures quoted by U.S.S. This makes 
our hardware very expensive for instance on Oct. 12, 1948 - 
twenty-seven picces weighing 430 lbs. consisting of 12 
airtight heaters and stove pipes costing $99.85, cost us 
in freight $16.85. | 

MR. COVERT: Q. If there are any comments that 
you want to make on that table, now would be the time to 
make them. 

A. Yes, I would like to say, sir, as far as the 
tables or the rates are concerned, I do not claim to be an 
expert witness as far as the compilation of freight rates 
18 concerned. I do not know whether these rates are 
Justified or not, but the sentiments that I expressed in 
the last paragraph to my mind warrant that somebody should 
investigate as to whether or not the steamship companics 


ere charging on a fair basis to the people on the coast. 
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There is considerable unrest among residents of coastal 
areas <8 a result of thefethod by which fares and freight 
rates have been inereased from time to time, and as far as 
these rates are concerned and as far as the Bella Coola 
Co-operative is concerned, until they received the tarirr 
of charges last April, Aprtl of this year, they had no 
idea of what the rates were in effect for the various 
commodities that are shipped to them, and they inform me 
they have had tremendous difficulty in ascertaining the 
freight rates for the commodities that are shipped into 
their district. 

MR. COVERT: Now, just a few questions I 
wanted to ask to clarify the brief, Mr. Chairman. 

Q. First, just how far is Bella Coola from Vaneouver? 

A. I would say it is a little better than 200 miles, 
250 at least, 

Q. Is that as the crow flies or is that as the boat 
goes? 

A. Well, it may be around 300 by the route that the 
boat takes, because it calls in at various points, it does 
not go direct. 

Q. Then I understand Bella Coola is situate on a 
Paver) is it? 

A. Yes, the Bella Coola River. 

Q. And Bella Coola is quite a distance from the 
mouth of the river? 

A. The town of Bella Coola is about three miles 


from the dock. The Bella Coola valley runs some forty 


or forty-five miles inland. 


( Page 3154 follows) 
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Q Then this other place that is mentioned in the 
brief, Ocean Falls, is a little further north of Bella 
Coola? Is that correct? 

A I do not think it is north. It is at the head of 
another inlet. It would be about the same distance north. 
Bella Coola is at the head of one inlet and Ocean Falls is 
at the head of another inlet. Ocean Falls is a company- 
owned town that produces pulp and paper, and there is no 
MapLeyereading anto at. Lt as just a small area at the head 
of the inlet. 

Q. Would you compare the comparative sizes of the two 
towns? 

A, Bella Coola valley, of course, is a very scattered 
area, but I would say the population ratio would be in 
favour of Ocean Falls to the extent of at least three to 
one, perhaps a little more. 

Q. Now, the number of inhabitants of the town of Bella 
Coola itself is about how many? 

A. I would say the town itself would be fairly close 
to five hundred, 

Q. And the town and valley about -- 

A. There would be anything from five hundred to one 
thousand people in the whole valley. 

Q. My understanding is that you Simply say as far as 
you are concerned you don't know whether the rates are too 
high or whether they are paying the steamship company. 

All you are saying is that if regulation is a good thing 
for the railways it should be applied to these coastal 
Steamships? 


A Definitely. 
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Q You also say that one of the main circumstances 
complained about is that you have really never known until 
very recently what the rates are? 

A That is correct. May I say too that the residents 
of the area feel very definitely that the rates and fares 
are too high, but that may be a common complaint of resi- 
dents of other districts. 

Q If it were established that the rates were not 
high enough to pay the cost of operation, you feel there 
still should be regulation? 

A Yes, I am instructed by the Bella Coola Co- 
Operative Association to Say that if it is discovered that 
the rates are too low they have no objection to paying a 
fair rate, but they are satisfied from their knowledge 
that an investigation will not Show that situation. 

Q I think you know that the Union Steamship Company 
which performs the service is Subsidized by the government 
HOW, LS-1t not? 

A Yes, they are, I understand. 

Q And you know nothing about the relationship of 
the subsidy to the Operation to Bella Coola? 

A No, but I understand that the subsidy is pa‘d in 
part for the service to Bella Coola as well as to Other 
areas, 

Q To sum up you say there should be regulation 
because if it is a good thing for the railways it is also 
& good thing in this case, and there should be stability 
of rates? 

A Yes, we think a control in authority would enstre 


Stability of rates, I should like to say this. I should 
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have said it in preparing my brief. Last season the 
associated boards of trade of the lower mainland of British 
Columbia adopted a resolution calling for a governing 
authority to cover the question of coastal freight rates, 
at a conference that was held in the Fraser Valley. I 
endeavoured to get the resolution they adopted, which was 
sent to me since I was interested in that matter, but I 
have not been able to place my hands on it. If it would 

be of value to the Commission I wili get it ahd Bee that a 
copy 1s forwarded to you. 

MA. COVERT: SIvthink thateds- 411; 

MR. O'DONNELL: I have no questions. 

MR. BRAZIER: For the information of the Commission, 
and in view of ‘the fact that only the Bella Coola people 
are represented on this question, I should advise the Com- 
mission that all boards of trade in the province, including 
all those in the coastal area, were advised of the hearing 
by personal letter from the Vancouver Board of Trade, I 
did in fact receive some letters from the Powell River and 
Prince Rupert Boards of Trade. I do not know why they are 


not here, but they did have full knowledge of the situation. 


CROSS~EXAMINATION by MR. OWEN 


Q In paragraph 4 of your brief on page 1 the word 
"manifestos" is used. I presume you mean"manifest", It 
has nothing to do with manifestos? 

A Manifest. I think perhaps I have been associated 
with the electiom too long. It should be manifest. 

Q You rep'resent solely the Consumers Co-Operative 


of Bella Coola. Is that right? 
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A Thav 13 right. 
Q That is signified in your brief? 
A That is right. 


Q Well, your brief refers to areas like Ocean Falls 
and Rivers Inlet and go on. You are not representing those 
areas? 

A No. I merely mention them because I have know- 


ledge of the Situation, and had they been aware of the Com- 
mission's Sweeping powers I am quite sure they would have 
authorized me or sent somosody if they could afford 46. 

Q It was some time ago you were authorized by the 
Bells Coola Cooperative to appear here? 

A June 1° was the last authorization, 

Q You dic know some time before the provincial elec- 
tion in British Columbia, didn't you? That was on June 15? 

A No, I received the first request during the process 
OF the election. I think I have the first letter here, 

Q You agree shat the provincial election in British 
Columbie was on June 1 On vo? 


A Oh, ves, 


Q You remember thet? 
A Very cefinitely. 
Q <I urnderstoc’ vou to Say in explaining why you 


were here, when vou were asked one question, that you had 
been asked to do SO prior to the election but unfortunately 
the situation changed somewhat after that time? 

A May 26 was the first date I had a letter. 

Q So that that particular organization knew on May 
26, in any event, or before then probably, that there was a 


hearing before thic Jommission? 
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A Yes. 

Q So I suggest to you it was quite well open to 
any other boards of trade or other organizations interested 
on this coast to have representation here if they wished it? 

A I imagine it was quite possible, but there are 
distances and expenses involved in a hearing of this kind 
that prohibit some of the smaller organizations that would 
otherwise appear. 

Q Do you live at Bella Coola? 

No. 

Where do you live? 

In Vancouver. 

This is merely one organization at Bella Coola? 


Yes. 


Ce ee i ae 


It is not even the only co-operative association 
there, is it? 

A It is the only consumers! co-operative. 

Q It is the only consumers! co-operative, but there 
is a producers: co-operative there also? 

A Yes. 

Q Let us deal with this consumers! co-operative 
for a moment. That is a store, is it not? 

A That is right. 

Q Anyone wanting to buy goods from that store can 
become a member; is that right? 

A That is right. There is nothing unusual about 
that. All consumers! co-operatives are the same way. 

Q Dealing with your brief, you have two or three 
points here where you are dealing with individual circum- 


Stances, There is one general statement on page 1 where 
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you mention a new method of computing freight rates by cubic 


measure? 
A Right. 
Q Are you familiar with the cartage business or 


shipping business? 

A No, 

Q In great detail? 

A No, I am not, 

Q Would you be interested to know that the system 
of using either cubic measure or tonnage weight has been 
in effect in the transportation business for many years? 

A It may have been, but my principals inform me it 
is an innovation as far as the Bella Coola run is concerned, 

Q Would you be interested to know that ever since 
the inception or institution of the Union Steamship Company 
these two systems have been in effect? 

A I would be interested to know. 

Q Can you deny it? 

No. I think the Bella Coola Consumers' Associa- 
tion would also be interested because evidently they don't. 

Q You have no way of denying that? 

A No, I don't wish to deny it. I am merely telling 
fou what the Bella Coola Cooperative Association asked me 
to tell the Commission. 

Q You are merely passing on what they have told you 
Or someone has told you? 

A It is what.they have -- 

Q Some purchasers at this store? 

A It is what the Bella Coola Cooperative told me, 


that they have gathered this information from their manifests 
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-3160- Mr ,Gargrave,cr-ex, 


and invoices, It is not hearsay, 
Q You have nothing dealing with their invoices in 


the year 1945, have you? 


A No. 

Q Or 1946? 

A No. 

Q Or 1925? 

A No. I don't know whether they are in existence, 


Q You have nothing at all in your brief which will 
in effect deny that statement that I made that it has been 
in effect for many years? 

A No, what I want to say and say it very definitely, 
and have it on the record, is that the Bella Coola Con- 
sumers" Association told me the method of computing freight 
rates on cubic measure is a new method as far as their 
particular district is concerned. 

Q You mention in the last paragraph on page 1 of 
your brief a man by the name of Hart? 

A Yes. 

Q You complain in your brief that he did not even 
know the proper rates to be charged? 

A That is right. 

Q Mr. Hart is not an employee of the Union Steamships; 
he is the government freight agent at that port? 

A Yes. 

Q Do you think there is anything unusual about him 
not knowling the particular rates of the Union Steamship Com- 
pany? » 

A Of the Union Steamship Company, I would say no, 


Q That is all we are dealing with. On page 2 of 
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your brief you go into great detail about the matter of 
shipping potatoes. I suggest to you that the matter of 
shipping potatoes from the area of Bella Coola is a matter 
that would be mainly interesting to the Bella Coola Pro- 
ducers' Association, would it not? 

A Yes, but I understand the Consumers! Association 
handles them after, 

Q Now, there is a Producers! Cooperative Association 
at Bella Coola; is that right? 

A That is right. 

Q And they handle the shipment of potatoes? 

A I don't know whether they do. The information I 
have comes from the Bella Coola Consumers! Cooperative. 

Q I know that. That is what I am trying to res- 
trict you to. You would think the producers, would you not, 
Mr. Gargrave, would be very materially interested in any 
Shipping prices or rates on potatoes from that area, would 
you not? 

A They are very materially interested. 

Q They are not on this brief though? 

A I suggest the mere fact the Bella Coola Consumers'! 
Cooperative Association are giving me this information ~- 
they must have either acquired it from the Producers’ Asso- 
elation or they must be submitting it jointly. 

Q You are just assuming that? 


A Yes, I am assuming quite a lot of things. 


Q But you are not here acting for the Producers! 
Association? 
A No. 


Q And they have not submitted a brief? 
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A No, but I want to say this to the Commission, 

You have got to understand the Set-up of some of these pro- 
ducers! associations. They are certainly not familiar 

with the method of presenting briefs and appearing before 

a Commission of this kind, and I am going to take this 
assumption, that they took it for granted when this informa- 
tion was relayed to me that their problem would be placed 
before the Commission, 

Q You have nothing to show that, That is your 
assumption? 

A No, but I am asking you if these rates are not 
correct you tell me they are not correct no matter who is 
right. 

Q I am asking questions just now. On the question 
of the Producers! Association, as a matter of fact, that 
particular cooperative has been in existence for many 
years longer than the Consumers! Cooperative, has it not? 
Do you know that? 

A I am not familiar with that, 

Q I am advised it has been? 

A Do you know that for sure? 

Q Yes, Mr. Gargrave. In any event, this question of 
the rate on potatoes being shipped from Bella Coola has 
been dealt with, and was dealt with very definitely by this 
company on March 4 this year, was it not? 

A That I Mave not been advised. 

Q You were not advised that the rate, which you 
Claim was too high, was set voluntarily by this company at 
$7 per ton? 


A I know in 1949, according to my information, the 
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rate is not $7 per ton, 

Q You are quite surprised to know that, are you? 

A Yes, 

Q Do you know Mr. R. E. Snade of the Bella Coola 
Producers! detperative? 

A Yes. 

Q Have you discussed this with him? 

A No, I have not. 

Q I suggest you might do that because you see I am 
going to produce to the Commission a letter from the traf- 
fic manager of the Union Steamship Company dated March 4, 
1949, in which the freight was set at $7 per ton, and that 
was done voluntarily by the company, Mr. Gargrave, on rep- 


resentations being made by that producers! cooperative? 


A Where are the rates set at $7, from where to 
where? 
Q Carload lots from Bella Coola to Vancouver, 


A What is a carload lot? I would like to know that. 

Q Fifteen tons, I am told, 

A There are very few of the Shippers ship 15 tons 
at a time. 

Q It is a cooperative though? 

A I suggest to you that a carload rate for Bella 
Coola is ineffective. 

Q You don't deny that this change was made on March 
4 this year? 

A No, I am not in a position to deny it but I say 
it is of no value to the consumers. 

Q At any rate, this would have corrected the 
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A I say definitely -- 

Q -~ that you complain of for a page and a half in 
your brief? 

A I say it would not because they do not ship any 
carload lots except on very rate occasions, 

Q You say these cooperatives do not ship in carload 
lots? 

A Except on occasions. 

Q What is the purpose of a cooperative if they do 
not work together to gave costs? 

A You see on the British Columbia coast, with which 
I am quite sure you are familiar, there are orders come in 
from time to time from logging companies, canneries, and 
various other bodies, that do not want the shipment of 
carload lots to them, Most of the potatoes that are 
Shipped are Shipped to way ports, They are not shipped to 
Vancouver for Selling. The market, as I mention in my 
brief, is a market of surrounding areas, and consequently 
unless they were shipping to Ocean Falls where they would 
take in carload lots, I suggest a shipment of perhaps a ton 
would be a pretty fair Shipment for a logging camp to buy. 

Q You are complaining in your brief about the rate 
to Vancouver for potatoes from Bella Coola? 

A No, I am not, 

Q Oh, you are not? Perhaps I cannot read English, 

@A Perhaps you cannot. That is not my fault, 

Q No, I do not suppose it is. However, we will pass 
on, 

A I would like to know, Mr. Chairman, if Mr. Owen is 


Suggesting I am complaining about the cost to Vancouver, I 
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suggest very definitely in my brief Vancouver is not the 
market. Potatoes can be acquired from other points than 
Bella Coola for the Vancouver market, 

Q We will pass on, Mr. Gargrave. You have made the 
Statement in your brief that Ocean Falls and Bella Coola 
are approximately the same distance from Vancouver, I 
Suggest to you for water traffic Bella Coola is sme sixty 
miles farther than Ocean Falls from Vancouver? 

A I doubt whether it is that much. It is a little; 

Q I am advised that it is definitely sixty miles. 
Do you deny that? 

A Well, I haven't got a map here, I am not in a 
position to say, but I would say it is a little farther. 

i don't think it is sixty miles, but if you go to Ocean 
Pails first, of Gourse «+ 

Q How far would you say it would be? 

A I would say at the outside forty miles, but if 
you go a different way -- it just depends what inlet you 
follow. 

Q You would say it would be at least forty miles? 

A About forty miles. 

Q And the total distance from Vancouver to Bella 
Coola is what, 250? 

A About 250. 

Q Are you suggesting with that extra distance, and 
the fact that Ocean Falls is closer to the main shipping 
dine than Bella Coola, that there is anything untoward 
about the difference in rates? 

A Nothing untoward; I don't suggest at any time 


there is anything untoward. 
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Q Do you not in your brief? 

A I merely mention that there is a difference and 
the people in Bella Coola feel they are being victimized, 

Q Let us look at page 3, the top paragraph in your 
brief, which reads: 

"Generally Speaking, Bella Coola feels it has 
been discriminated against as compared with Ocean 
Falls which is approximately the .same distance from 
Vancouver," 

Then you go on to quote rates? 

A Thee 1S yen. 

Q You say: 

"When previous minimum rates were in effect the 
rate to Bella Coola was 70 cents, to Ocean Falls 
55 cents." 

Do you think that is any great discrepancy in view of the 
distance? You say forty and I say sixty miles between those 
two places. 

A I suggest we can quite easily arrive at that with- 
out guessing. We should have the information. I think the 
Commissioners should obtain the information as to just what 
the water distance is between Vancouver and the two ports, 

Q I will tell the Commission that the Union Steam- 
Ship Company, who Should know and are travelling that 
route daily, say it is sixty miles difference -- 

A I say the difference between -- 

Q -- from Vancouver to Ocean Falls compared with 
Vanconver to Bella Coola? 

A The Union Steamship Company always go to Ocean 


Falls first and then to Bella Coola. I suggest if we have 


a 


ype 's ‘ephowedtcb ie ah ane ude apt atin ‘ap 
-boshimkd ov garsd gue Tae igo’ efaod ef tes al 
sone dqanasxea ace “eit (E238 is Hook a Oe 
, andlon 
aid ot efeet BLoe> othe apabseogs itesecigo 


rig00 nioitw paramos - tanbeas pasentmenoake 
an teotads al ssi ated 


" seruooney a 


i 
mont eonadale mee» sas tied 


. Seedua stoup o¢ nO OR uae a 

‘A oe tigi at tent? i 

| a tyse wot © 3° 

set yoetis ab ovew satet munketn auoavara ast” mT 
oflist 990 08  atnag OF aew xfood eilad of ots% 

W wined: ee 


a 


ett Yo wely at von ANGTOBLE | Jaerma: “rts oh Sait sirctitd von 4 3 
bY Seonsta | 


eso ereens ‘gealin apo te, YSe T ‘prs yi sale yae 
noon le @ 


<Wtiw ges. J> o¥s Ste Nga ti ao ating asa “ou veszade t hy 
opt gitds I no! detest end svad pivddte oi grilessve 4 


§sww sent 03 Agno Loneetocts are “a3 stdo biuorle prorto sea 


,adneg owt and ba6 savwoons' Y nxewied ef sonnel nots 
~mB sve: 0 S00 ens deriv votnatmned oe thea fitw t Q° 
sand antiievest ets Sos wero biveie -onw Us qnory | 

me screwed seltn Yiele af of yea ~vitab 

a. Heated onndsre Reb etd yee T A 

ihtw Betaquioo affAT meege ov siya yore mov't <- fo 

. Bafood siish of aN ¢ 

thon) OF og ayewls Groaned ahiteomet® ‘noted edt 
avert aw Yt desague IT .pined allied od ned? bee see 


-3167- Mr .Gargrave,cr-ex, 


a map here I can show you where the distances are not very 
greatly different. 

Q The distances I have quoted to you are the dis- 
tances from Vancouver if you took a boat and went Straight 
to Bella Coola? 

A I still suggest Sixty miles is -- 

Q At any rate, ona forty mile basis you admit there 
is not much untoward about the difference in rate, is 
there? 

A No, I am merely presenting what the Bella Coola 
people asked me 4o present. They feel there is discrimina- 
tion, 

Q They feel there is discrimination on that differ- 
ence. As a matter of fact, at Ocean Falls the C.N.R, 
steamshirs call there, too? 

A 2s. 

Q And they do not call at Bella Coola? 

A Nog ri6r' the ©. Py R. 

Q The C.P.R. call at Ocean Falls but do not call 
at Bella Coola? 

A Theo 2s vight. That means, of course, that the 
Union Steamship Company have all the traffic from Bella 
Coola, They have no competition. 

Q You want to make a point about that? 

A No, I am merely making a statement of fact, 

16 is not a points. 

Q Now, you are making complaints on page 3 of your 

brief about the passenger accommodation from Ocean Falls, 


You are not acting for the Ocean Falls Board of Trade or 


any cooperative there? 
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A It is a company town, There is nothing but the 
company there. 

Q You are not acting for the company then? 

A No, but I am speaking definitely on behalf of the 
residents of Ocean Falls. 

Q In this brief? 

A I am speaking right now on behalf of them, 

Q Have you any credentials to show you are speak- 


ing on behalf of the people of Ocean Falls? 


A Just one hundred complaints over the past eight 
years. 

Q Have you got the complaints here? 

A No, but I can quite easily see that the Commission 
get them. 

Q You are not pretending that you are acting for 


all the people of Ocean Falls today, are you? 

A No, I cannot pretend to make that statement at 
all, sir, but what I am saying is know the condition 
that exists there, and if I did not present it to the Com- 
mission I would feel I was delinquent in my duty. 

Q Now, when you are complaining about the passenger 
accommodation from Ocean Falls I suggest to you that you 
are thinking of the berths from @ean Falls down to Van- 
Couver. Is that right? 

A Yes. 

Q You are not thinking of people not having enough 
Space to get on the boat even or being refused entrance to 
the boat? 

A No. I know if you bring your wife and family 


down you do not want to sit up with them all night. 
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Have you tried this yourself recently? 
What? 


Q 
A 
Q From Ocean Falls? 
A 


Yes, 
Q And how far ahead did you try to get your accomo- 
dation? 
A I was rather fortunate. I think ahead of these 


things, and I booked well in advance. I booked my return 
passage from Vancouver. I wasn't in the unfortunate posi- 


tion of having to book from Ocean Falls. 


Q If you come back from Ocean Falls you can 
reserve? 
4 Yes. 


Q It doesn't matter whether you are travelling by 
steamship or by railway it is generally wise to reserve 
ahead, is it not? 

A Yes. 

Q If the Company has a service at Ocean Falls 
whereby people from Ocean Falls can reserve passage and 
Staterooms to Vancouver, are you suggesting it is unreason- 
able of the company, when they have no reservations from 
Ocean Falls in advance, to refuse to take an empty boat 
from Vancouver to Ocean Falls, that they must keep that 
boat free in case someone at Ocean Falls at the last minute 
wants to come to Vancouver? 

A No, I am not suggesting it is unreasonable at 
all. 

Q I am suggesting that is the effect of what you 
Say? 

A I am merely talking about a condition which 


exists. You can feel it is unreasonable as much as you 
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like, but I want to Suggest that in an operation as big as 
Ocean Falls people do not select their holidays months in 
advance. They are invariably told by the company, "You can 
get this period," 

Q When, the day before? 

A No, not the day before, 

Q They know a little aheaa@? 

A I suggest in many cases it is not more than three 
or four weeks before, In that event they would be out of 
luck this summer, 

Q I am informed and instructed to tell the Commis- 
Sion that the statement in here that reservations are tied 
up completely until September is entirely wrong. It is 
Still possible to reserve any boat from Ocean Falls to 
Vancouver if you reserve a short time ahead, within a month? 

A You are making that as a Statement of fact on 
behalf of all the steamship companies? 

Q I am not saying one week it won't be different, 
but I am saying that the Statement you made is untrue, that 
the service is entirely tied up until September? 

A That is what I am informed by residents of the 
district, 

Q You don't know yourself then? You haven't investi- 
gated? 

A I am only going by what I am told but I would 
like to get this straight. You tell me =« 

Q I will give it to you after. You see I am still 
asking you questions, if you don't mind, 

A I don't want to get crossed up on this because the 


People of Ocean Falls will be certainly glad to hear this, 
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Q So that you admit it is not unreasonable if a 
person goes down to the steamship office in Ocean Falls at 
the last minute and not before, and decides he wants to go 
to Vancouver and finds then that the boat has no vacant 
berths. You would not suggest that was unreasonable, that 
the company was doing something wrong? 

A No, not if it was the night before, but I want 
to say I think it is unreasonable if you try to reserve two, 
three, four weeks ahead and still cannot obtain Space for 
yourself and family. I think that is definitely unreason- 
able. 

Q You have not given any occasions except to mention 
that you have been told that has happened. Is that right? 

A Yes. I can assure you and the Commissioners I 
Will obtain specific information within the next forty- 
eight hours and see the Commissioners get it before they 
leave, 

Q Mr, Gargrave, I take it generally from your brief 
you are complaining about the increases that were given to 
this company over the past number of years on these rates. 
Is that right? 

A LEG. 

Q Now, do you really think it is so unusual that 
this company asked for and obtained increases in its rates? 
Are you sincere in that? 

A I wonder first of all who they asked and how they 
obtained them. 

Q We will come to that, but let us deal with this. 

A I am instructed by my principals to say they feel 


they are unreasonable. 
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Q That they are unreasonable, That is not your own 
personal opinion, is it? 

A I think the fares are not, 

Q You know very well, Mr, Gargrave, don't you? You 
know personally from your experience that this particular 
company, Union Steamships. has been operating at a loss for 
some years? 

A That is what I understand. I am not quite sure, 

Q You agreed not so very long ago, did you not, that 
if any increases were to be given in response to wage dem- 
ands by various unions that this company could only keep 
going by increasing its rates? 

A I don't know when I agreed to that. 

Q Let us just Peter, Mr. Gargrave, to a conciliation 
board of which you were a member representing the Association 
of Marine Engineers of Canada. That was in August, 1947, 

Do you remember that? 

A Yes, very well, 

Q And you were the union representative on the board, 
Is that right? 

A That is right. 

Q That was a unanimous decision of that board, Mr, 
Gargrave? 

A That is rivht. 

Q With the exception of one paragraph, paragraph 8, 
yOu agreed with the whole report, did you not? 

A Yes, 

Q On page 3 of this conciliation report, Mr. Gargrave, 
it says this: 

"On the other hand, it is urged that the steamship 
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Services of the Canadian Pacific Railway, the Canadian 
National Railways, and particularly the Union Steam- 
ship Company and Frank Waterhouse and Company Limited, 
presently are operating at substantial losses, This 
is due to greatly increased operating costs and in 
Spite of greatly increased traffic. A slight 

increase in passenger fares and a small freight 

increase has not served to close the gap. Any 

increase in wages, or reduction of hours where the 
recipient is on a monthly wage, of course adds to the 
operating cost, and unless followed by an increase in 
efficiency adds to the deficit. Due to the nature of 
the employment under consideration efficiency cannot 
be materially increased, and therefore the additional 
cost of the request is a Straight overhead addition, 
and if allowed can be compensated for only through 
increased operating efficiency and/or increased 
passenger fares and freight rates," 

You were a member of that union committee, were you not? 

A Dias 28: right, 

Q So that you were quite convinced personally that 
this company -- it says particularly the Union Steamship 
Company -- was operating at a loss, and this particular con- 
ciliation board awarded the increased wage demand, did it 
not? 

A That is right. 

Q And other betterments of working conditions which 
cost money to the company in this particular award? 

A I think there were. 

Q Particularly on hours of work. Isn't that right? 
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A I cannot remember the award, It is a long time 
ago. 

Q And this is only one union that this company would 
be dealing with? 

A Oh, yes. 

Q And all these other unions around the same time 
were asking for and obtained increases? 

A As far as I know, yes. 

Q Now then, Mr. Gargrave, I suggest to you 16 fs ot 
too unreasonable that this company did seek and did obtain 
increases in its rates? 

A It just depends how much the increases in fares 
and rates have got to compensate for their increases costs, 
The people of Bella Coola maintain the increases they have 
have more than compensated for any increases costs. 

Q The store customers you have talked to? 

A Yes, and the people generally on the coast, and in 
addition to which it must be remembered the Union Steamship 
Company have newer boats, more efficient boats, faster 
boats. 

COMMISSIONER ANGUS: When you say "did seek" 

do you mean from the Maritime Commission? 

MR. OWEN: I am coming to that right now. 

COMMISSIONER ANGUS: From the Moritime Commission 
in the contract dealing with their subsidy? 
MR. OWEN: No, generally on all their rates, 
I take it your main complaint -- 

Are you coming back to that, sir? 

To the Maritime Commission? 


Yes, 
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I am coming to it right now. 
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A Lt wWowldn' t.miies, 1. 

Q The first paragraph of your brief and the last 
paragraph, apart from all these individual small complaints, 
lead me to believe that your main point is there should be 
some controlling board for the regulation of fares and rates 
on this coast, Is that right? 

A Yes. 

Q And that was evidence by a motion you put before 
the British Columbia legislative assembly in April of 1948 
that there should be some body set up to control rates on 
Shipping on the coast? Is that right? 


A Yes. 


Page 3174 follows 
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Q. Mr. Gargrave, you wanted some board set up 
similar to the Board of Transport Commissioners? 

A. That is right; 

Q. Or an extension of the Board of Transport 
Commissioners? 

Aa That is right. 

Qs But the motion was negative in the Legislative 
Assembly? 

A, Yes, but that was not my fault. Very few of 
them live on the coast. 

Q. But it was negatived, though? 

he Oh, yes. 

Q. I understand there are certain people in 
Canada who want state control of everything. You are 
qualified to answer this question, I think. Does 
that theory extend to having more than one body control 
therates, let us say, in this case? Would that theory 
go so far as to say: we want another body set up to 
watch the governing body? 

A. There are two bodies set up, either of which 
is competent to do .« the same job for coastal steam- 
ships as they are doing for the railways. 

Q. If there is such a sét-up, a governing board 
to handle rates and affairs on the steamship lines, 
you would not suggest, nor 1s it in the theory of any 
particular party in Canada, that there should be another 
governing board set up for the same purpose? 

A. I do not know if the Commissioners are 
interested in socialistic theory, but I am not. I am 
dealing with a specific question or problem which I 


have to submit. I submit to the Commissioners that 
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there are two boards set up, either of which is compe tent 
to deal with this problem. 

Q. I would submit that it would be ridiculous 
to have two governing boards set up for the same purpose? 

A. eG: 

Q You are familiar with the Maritime Commission? 

A. None too familiar. 

Q3 You know that it was set up in November, 1947? 

A. x believe so; 

Q. And you know that it has been functioning 
ever since’ 

A. E belzéve that £5 36; 

Q. Would you be surprised to know that the Union 
Steamship Company has a rate schedule and a freight 
schedule and a tariff set-up which has been approved by 
the Maritime Commission arid is controlled by the Maritime 
Commission? 

A. Yes, I would be very surprised. 

Q. And if that is the ease, I presume there is 
not much complaint in your brief? 

A. Providing that the Maritime Commission has the 
power to set freight rates and fares, and there is power, 
power of appeal by the people living in the coastal 
areas, to that Commission. I think such a situation 
would be very happy. 

Q. Did you know that the Maritime Commission has 
power to deal with anyone regarding shipping? 

ie I was given to understand last year that the 
Maritime Commission had no power over the setting of 
freight rates or fares for coastal areas. 


Q. I now produce to you and to the Commission 


the schedule of rates. It is in booklet form, and there 
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is a covering letter dated March 15, 1948, from the 
secretary of the Canadian Maritime Commission, concerning 
rates over the past several years, and the letter reads 
as follows: 

"I am directed to acknowledge your letter 

of March 6, in which you make application for in- 
creased freight rates, as contained in British 
Columbia coast freight tariff, sections 4 to 7 
inclusive, proposed by the Frank Waterhouse and 
Company, and to wnform you that the proposed 

rates have been approved, effective April lst, 
1948, on the subsidized services specified by 
contract between the Commission and your Company. 

"It is requested that a complete revised 

copy of all freight and passenger rates charged by 
your Company may be forwarded to the Commission at 
your earliest convenience," 

I want to file this covering letter in the 
form of five copies of it which the Commission wishes, 
together with the schedule which has been approved. 

The rate to Bella Coola is in this booklet, and I think 
the Commission will say that the rates we have charged 
. are in accordance with the schedule. 

MR. COVERT: That will be Exhibit 42. 

COMMISSIONER INNIS: It is a letter with 
exhibits attached. 

EXHIBIT NO. 42 -- Filed by Mr. Owen. 
Letter dated March 15, 
1948, from Canadian 
Maritime Commission to 
Union Steamships Limited, 
with exhibits attached. 

COMMISSIONER INNIS: Is there any control by 


the Maritime Commission, apart from the subsidy contract? 
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MR. OWEN: Oh; yes, they control all our 
rates. 

COMMISSIONER INNIS: Whether there is a 
subsidy contract or not? 

MR. OWEN: Oh, yes. We file all our rates 
and they approve them. We were asked, as the letter 
shows, for a complete copy of our rates and fares. 

COMMISSIONER INNIS: Would they be subject, 
without a subsidy? 

MR. OWEN: I presume that comes into it; 
but I do think they would be subject without a subsidy, 
and that the Commission has control of it: I should 
say it is only a subsidized Service. 

COMMISSIONER ANGUS: I am doubtful if the 
Maritime Commission has authority to rates 
apart from the part that they get out of a subsidy 
contract. 

MR. OWEN: I do not know whatever purpose 
there would be in just submitting our rates for 
approval, if there was not some control being 
6xercised. Otherwise it would be just surplusage. 
The rates were controlled by the Wartime Prices and 
Trade Board up to September 15, 1947. Then prior to 
the war, they were covered by the Department of Trade 
and Commerce. Then they were taken over by the 
Department of Trade and Commerce until the Maritime 
Commission was set up. And from then to date, I am 
instructed, the Maritime Commission has the sole say 
of our rates and fares. 

THE CHAIRMAN: Are there any other questions? 
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been informed, and that I have obtained legal opinion. 

I obtained it three times last year. And I am informed 
by three separate legal opinions that the Maritime 
‘Commission do not control fares or freight rates on the 
coast; and that the only way they control the Union 
Steamship Company's fares and freight rates is because of 
the subsidy paid to theUnion Steamship Company; and that 
the people and the consumers on the coast have no right 
of appeal. They do not present any information to the 
Maritime Commission in order that their point of view 
can be presented, when the freight rates are arrived at. 
They merely approve the schedule of rates that the 

Union Steamship Company set, so that a subsidy can be 
paid to the Union Steamship Company through the Maritime 
Commission. I do want to make that submission very 
positive. Thank you very much. 

THE CHAIRMAN: Thank you, Mr. Gargrave. 

ME. COVERT: Mr. Chairman, the next submission 
is that of the Interior Lumber Manufacturers! 
Association; but before proceeding, there is one thing 
I would like to clear up for the record with respect to 
the exhibits filed by Mr. Brazier this morning. £06 
not think it was put in the record that P.C. 2489 would 
be Exhibit 39, that P.C. 1515 would be Exhibit 40, and 
that Exhibit 41 is the statement of the Department of 
Agriculture, of subsidies paid in the province, beginning 
in 1941. 

MR. O'DONNELL: Subsidies on what? 

MR. COVERT: Subsidies on feed grain. 


EXHIBIT NO. 39 -- Copy of P.C. 2489. 
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EXHIBIT NO. 40 -- Copy of P.C. 1515, 
EXHIBIT NO. 41 -- Statement of Department 
of Agriculture of subsidies 
paid in British Columbia 
beginning in 1941 re 
feed grain. 
HAROLD B. COLLINS, called 
MR. BRAZIER: Q. Mr. Collins, you represent 
the Interior Lumber Manufacturers! Association? 

As That is right: 

Qe What position do you hold with that Association? 

A I am a member of the freight rates committee, 
and I am a director of the Association. 

Q. You do carry on lumbering, yourself, in the 
interior of British Columbia? 

A. 21 Go. 

Q. And you have done so for many years? 

A. That is right. 

Q. And you are thoroughly familiar with the situa- 
tion as far as the Interior Lumber Manufacturers ' 
Association, or the interior lumbering industry is 
concerned? 

A, I am. 

Q. Then would you just read into the record your 
brief, please? 

Be Mr. Chairman and Commissioners, this submission 

18 made on behalf of the members of the InteriorLumber 
Manufacturers' Association(of British Columbia) com- 
prising 51 mills located in what are kmown officially 
as the Kamloops and Nelson Forest Districts, and com- 
prising that section of the Province of British Columbia 
lying east of the Cascade Mountains and extending from 


Hope along and south of the main line of the Canadian 
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Pacific and Canadian National railways to the Alberta 
border, 

This submission 1s made solely for the purpose 
of bringing to the attention of the Commission a dis- 
parity in practice on the part of the transportation 
companies, for which we do not feel there is proper 
justification and which we feel should be rectified. 

We feel that the onus of proving to your 
Commission the justification for the disparities 
referred to rests on the transportation companies. 

Provincial Government Forestry Department 
figures report 641 sawmills and 7 shingle mills in that 
area in 1948, but the vast majority of these mills are 
small, individually owned, portable mills, with very 
small capacity and producing only rough green lumber 
or railway ties. 

The operations comprising the membership of 
this Association are the larger mills, with extensive 
timber limits, logging operations and manufacturing 
facilities, capable of turning out dressed and dry 
lumber suitable for all purposes for which lumber is 
generally used. 

The lumber cut by the members of this 
Association in 1948 amounted to 280,453,000 FBM out of 
a total cut in that year in the Kamloops and Nelson 
Forest Districts of 550 million FBM. I might say that 
this statement of fact comes from the Forestry Branch 
of our provincial government in British Columbia. 

This lumber moved chiefly to destination in 
Alberta, Saskatchewan and Manitoba. Approximabely 20% 
Was shipped to Eastern Canada and to the United States, 


The movement was entirely by rail. 
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The cost of movement by rail is a very 1m- 
portant factor in the delivered price. Typical aetual 
shipments of lumber, dressed four sides, to Western 
Standards, demonstrating this fact are as follows. 

Do you wish me to read these tables? 

Q. You do not need to. The tables will go into 
the record, But if you care to comment on them, you 
may do so now, 

A. The only comment would be: that we have to 
watch, because, in the mountains, our rate structure is 
a little bit different from that of the coast. The coast 
is more or less favoured with one rate, or a small 
arbitrary over the one rate. But we, in the mountains, 
experience a difference in the rates going from different 
points of origin to destination. That would be a dif- 
ference, in some cases, of 15¢ to 20¢ per hundred pounds. 
So we, in the interior of British Columbia, work, more 
or less, on what we call a zone rate, not a straight 


direct rate. 
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Miles 


Miles Average Average Freight Freicht Freicht 
Price Wetahe Rate per NM. Perecent- 


FOBMi11 per per 100;* FBM age 
From Nelson: 

To Lethbridge337.7 $46.50 2650 36¢ 9.50 20.43% 
Calgary 414.7 a " 39¢ 10.25 22.04% 
Edmonton 606.2 : i 47% 12.50 26.88% 

From Grand Forks 

To Lethbridge432.4 Py 38¢ 10.00 21.51% 
Calgary 509.4 . se 39¢ 10.25 22.04% 
Edmonton 700.9 : : ATd 12.50 26.88% 

From Canoe 

To Lethbridge446.1 i ‘ 15¢ 12.00 25,81% 
Calgary 319.4 " : 39¢ 10.25 22.04% 
Edmonton 513.5 : ‘ A7¢ 12.50 26.88% 


On rough lumber, the average shipping weight of 
which in fir and larch, is 3700 lbs. per 1000 FBM, the freight 
factor is much greater as the following figures demonstrate: 


From Nelson 


To Lethbridge $45.00 3700 36¢ 13.25 29.44% 
Calgary “ ° 39¢ 14.50 32.224 
Edmonton ” ° A7¢ 17.50 38.89% 

From Grand Forks 

fo Lethrbidge $45.00 3700 38¢ 14.00 31.11% 
Calgary : af 39¢ 14.50 32.22% 
Edmonton . ‘ u7¢ 17.50 38,89% 

From Canoe 

To Lethbridge : : 15¢ 16.75 37.22% 
Calgary . : 39¢ 14.50 32.22% 


Edmtm ton " n u7¢ 17.50 38.89% 
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Lumber is shipped from Southern Interior British 
Columbia approximately 20% rough and 80% dressed, 

The comparative position of Interior B.C. mills in 
actual markets in relation to similar lumber producing 
operatings in Eastern Canada are illustrated in the following 


comparisons in freight rates: 


From Blind River, Ontario Miles Rate 

To Chatham 532 28 
London 468 27 
Woodstock YHD a5 
Guelph 408 25 
Toronto 363 25 
Peterborough 356 25 
Ottawa 426 25 
Montreal 546 28 


From Cache Ray, Ontario 


To Chatham 380 25 
Longon 325 25 
Woodstock 304 2D 
Guelph 243 22 
Toronto 218 21 
Peterborough 203 al 
Ottawa 227 22 
Montreal 346 25 


The attached schedule shows the ¢omparative cost of 
shipment from various points of origin to various destinations 
on typical movements. 

A movement of 280 million feet from Southern Interior 
B.C. sawmills to rail destinations represents in a year, on 
an average weight per M. FBM of approximately 2900# per M. FEM, 
over 400,000 tons. This information is from the Dominion 
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These figures demonstrate that this industry 
is an important buyer of rail transportation and, as such, 
we desire to submit to this Commission that outstanding 
discrepancies in rail rates for similar distances between 
mills in Ontario and mills in Southern Interior B.C. for 
an identical movement where neither truck nor steamer 
competition is involved, should be removed, with a view 
to placing Interior B.C. lumber industry on a parity 
with shipments of like goods for like distances under 
identical conditions. 
We are in accord with the principle that 
Canadian railway lines are entitled torevenues which 
will enable them to earn a profit so that they may be 
in a position not only to show a reasonable return on 
Capital invested, but to take care of depletion, 
betterment, replacements, etc., but we feel that 
along with that principle there should apply equal treat- 
ment for shippers in all parts of Canada where the move- 
ment of the same commodity under identical conditions is 
involved. 
We will be glad to submit any further data which 
the Commission may desire in support of this submission. 
Respectfully submitted, 
On behalf of Interior Lumber 
Manufacturers! Association. 
Q. And you have attached to your brief a schedule? 
A, A schedule of freight rates. 
MR. COVERT: That schedule will be filed as 


Exhibit 43, Mr. Commissioner. 


EXHIBIT NO. 43 -- Filed by Mr. Brazier. 
Schedule of Freight Rates 
originally attached to 
Mr. Collins' brief. 
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MR. BRAZIER: Q. In Exhibit 43 you show 
rates from various points in the interior of the province 
to various markets, to which lumber is shipped? 

A. piay MLS ent. 

Q. To Calgary, Edmonton, Regina, Winnipeg, Fort 
William, and Toronto, I take it those are just repre- 
Sentative points, and you ship from Crows Nest, Fernie, 
Cranbrook, Nelson, Castlegar, Golden, ‘Kamloops, Oliver, 
and Osoyoos? 

A. That is right. 

Q. And those are just representative points in 
various parts of the interior; is that right? 

A. Let me explainwhy these points were taken. 
There are two associations in the interior. One is 
known as the Northern Association, and the other is 
the Interior, or rather is known as the Southern 
Association. We hold no brief for the other one. We 
are presenting a brief only for our own association in 
the southern part of British Columbia. Our territory 
runs along through the Cascades down to Nelson, and our 
outlet is at the Crows Nest Pass, transferring there to 
Calgary and then eastward to Medicine Hat. 

Then there is another section of the country where the 
railways go up and (ane navehenta of freight which goes 
up by Sicamous and down the other way. 

Q. You show certain rates on your table. Are those 
rates the average rates per thousand board feet? 

A. Thatis Pishnt, They are recognized by the 
British Columbia Lumber Manufacturers' Association. 

Q. But the actual weight of your lumber may vary? 


A. It does vary. Lumber varies very easily, 
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because we, in the interior, are not like the coast. Our 
logs in the interior are small logs; but at the coast 
there are big logs. Where you have softwood the 

tendency is for the logs to be smaller, and softwood 
varies in weight; whereas, at the coast, they have more 
hardwood. 

Qe You mention two places in Ontario, Blind River, 
and Cache Bay. Are they only lumbering shipping points? 

A. They are, sir, 

Q. Do you know if shipments are made by rail from 
those points? 

A. ves. 

CROSS-EXAMINATION BY MR. EVANS 

Q. You speak of a zone rate. Perhaps you would 
tell me what that is? How does it operate? Give me an 
example? 

Ke Well, under the timber control, we have different 
rates, as you will see by looking at the schedule. 

Q. I am sorry to say it, but I have not had time 
to read the schedule. 

Q. The rates vary from the Crows Nest going into 

Calgary, from 27¢ from the Crows Nest, to 47¢ from 
Osoyoos. There is a 27¢ spread from the Crows Nest, 
and it shows different rates. Those are present rates, 
the freight with the 21% increase therein. 

Q. Isn't that what you mean by "zone"? 

A. No. In order that we have the same line of 
demarcation, the timber control is set for all lumber. 
moving by the Crows Nest Pass, with rates from Castlegar 
to destination; and anybody having an over-freight rate, 


would have to absorb the freight rate. 
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Q. You mean, zone prices for your product? 

Le Yes, and we had to use a zone rate. Whatever 
be the Castlegar rate from Calgary to Winnipeg, we had 
to absorb anything over and above that; and if there were 
any mills with a smaller freight rate, then, they got 
the advantage of it. 

Q. The timber control woul. take into account all 
factors, and probably arrive at a price which would 
enable the average producer to absorb it? 

A. There are so many different rates; and if we 
were to take all the shipping points from the interior to 
Calgary, you would have a spread on delivery prices as 
long as your arm. So they probably do that more as a 
technical basis. 

Q. Would you turn to your table on page 2. rk 
assume you are aware of the fact that the rates shown 
on this table will be reduced, starting, I suppose, 
to-morrow? 

A. I am a little bit hazy about that. These . 
rates shown here will have a new effect to-morrow? Thege 
are commodity rates and not class mileage rates. 

MR. BRAZIER: The Board of Transport Commis- 
Sioners, I think, has extended, until August lst, the 
changes on lumber rates. 

MR. EVANS: Q. These rates, when the process 
of tariff making has been completed -- and I 
understand that August lst is the date that lumber will 
be reduced = I suggest that the rate from Nelson to 
Lethbridge will become 29 instead of 36. That will 
produce a figure per thousand board measure? 

A. That will be 29¢. 

Q. And that will be _7.70, and your freight rate 
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will go down to 16.5? 

A. That would be correct. 

Q. And the rate from Calgary to Nelson, instead of 
being 39¢, would be 33¢; and the rate, per thousand feet, 
$8.75, and 18.18%, and so on down the line. There are 
ces in these rates. 

Ae You have not got the Edmonton rate. 

G. Yes; 44 instead of 47. You have got 47%, but 
I think you meant cents; and the figure on the Calgary 
rate is 11.65 per 1000, or 21.4%? 

A. When we figured our freight rates, we came to 
the closest 25¢ because, with all lumber shipping concerns, 
if a freight be $9.12, we would say $9; but if it were 
$9.13, or $9.15, we would say: $9.25. So you might 
fing a little discrepancy there. 

Q. I would just indicate that these figures would 
be affected by a reduction in the rates? 

A. That is true. 

ays With regard to the 46 price; what year was 
that priced? 

A. 1948. 

Q. Is that the average for all Canada? 

A. No, just the southern interior. 

Q. Is that the price to the producer of the lumber? 

A. No. That is the selling price to the retail 
lumber dealer. That is a compound average. Some milis 
are a little bit more, and some are a little bit less. 

Q. The timber control ceiling, isn't that it? 

oe No. The timber control ceiling prices would 
not give this average. The timber control ceiling 


would not give the mills much more than $39 or $40. 
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Q. I suppose, prior to the war, the average price 
was much lower than that? 

A. It should be. Prior to the war we had no 
unions to contend with, and we worked a 60-hour week; 
whereas, today, we are all certified with the unions, 
and we work a 44-hour week. We get holiday pay, and 
a lot of other considerations. We are allowed to work 
180 days out of 365 days a year. 

Q. Your wages have been a big problem? 

A. inat 16 rignt. 

Qe I think you and I have something in common there? 

is Yes. 

MR. O'DONNELL: Not you, Mr. Evans; the railway 
operators. 
MR. EVANS: Yes. 

Q. Then, I suppose you presented this problem to 
the Board of Transport Commissioners when your prices 
were lower? 

A. I do not know if there has ever been a brief 
presented to the Board of Transport Commissioners before. 
Q. But would you not have thought, when prices 

were down, and the wages were a larger percentage of value? 

KR. I think we must go back into history to explain 
that. In 1921 there were 81 mills in or around Nelson, 
But that dwindled down, I think, to a minimum of three, 
to start with, in 1930. |The industry went backward. 
Then it started to come up, but there was not sufficient 
interest among those operators who started in, towards 
1928 and 1929 and into the thirties. It was a poorly 
organized affair; there was an association, of a kind. 
they had an office in Calgary, but it was rather out of 


the way from where the producing areas were. So I 
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think that will answer your question, There was no- 
association and nobody sufficiently interested in these 
things; and we had to cut prices; and there was no 


submission made. 


(Page 3204 follows) 
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Vancouver, B, ©, 
June 30, 1949 
AFTERNOON SESSION 


HAROLD B,. COLLINS, Recalled 


BY MR, EVANS: 

Q@. Mr, Collins, as we adjourned I was going to ask 
you a question or two about the comparison in the table on 
page 3. Before I do so, I gather that of your total 
product approximately 20 per cent moves to eastern Canada 
and the United States? 

A That is right, sir. 

Q And of that 20 per cent roughly what proportion 
would go to eastern Canada and what proportion would go to 
the States, just roughly? 

A That varies according to different mills and the 
Species in which they are able to produce. That is pretty 
hard to tell, At the present time under the Dominion 
Government timber control we are prohibited from shipping 
anything in the species of pine above the grade of No. 2 
common across the line with the result that those who pro- 
duce that ponderosa pine have to find practically their 
Whole market in Canada because the lower grades of that 
Species are dropping in price, have been dropping in price 
on the other side and this side of the line for some con- 
Siderable months. 

Q You would not care to venture an opinion as to 
how much of that goes to the United States? 

A No, because that condition enters a lot into the 


average of the different mills. 
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Q I can understand how they might differ, I was 
hoping I might get some idea of the over-all situation, 

A While we are on that Same point, our prices on 
pine and spruce lumber are more or less governed by the 
mills in the Southern fine Association of the United 
States. Our present freight rate shipping practically from 
all .points in the interior to New York is $1.16. From 
the southern pine area into New YOrk 2-45 472 cents, so the 
difference there is 44 cents per 100 pounds. It is pretty 
hard for any mill to absorb that. 

Q Would there be as much going to the United States 
as to eastern Canada? 

A Some mills would probably ship more to the United 
States. It alli goes to the Species, 

Q What we are talking about when we are talking 
about eastern Canada is Something less than 20 per cent. 
How much less you would not care to say? 

A No, because some mills would practically take 
their whole 20 per cent or more and other mills less. 

Q Examining that little table on rates on page 3 -- 
do you have that before you? 

A Yes. 

Q While I am not making any particular point of it 
I suggest your mileages and rates are rates from North Bay 
and not Cache Bay? They are C.N. mileages from North Bay? 

A That information was taken - I don't mind telling 
you - from a submission to the Sloan Commission and I 
didn't check the rates. I had the privilege of checking. 

Q Nothing really turns on it but I think you will 


find that is true. The rates shown here are what are 
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commonly called the constructive mileage scale in the east? 

A I wouldn't like to venture on your eastern tariffs 
because I didn't familiarize myself any too well with the 
eastern shipments. It is only .our western Shipments I am 
concerned with end the going freight rate, and what we lay 
down our material for. 

Q I suggest to you that the constructive mileage 
Scale is also lower than the eastern mileage scale shown 
for lumber, and that the constructive mileage scale in the 
east is higher, up to 55 miles, than the prairie scale 
which you get after August 1, and is one-half cent lower 
from 55 to 170 miles, and up to 3 cents lower up to 300 
miles, so it is not for all mileages a better scale than 
the prairie scale. I suggest to you that it varies as 
the mileages vary? 

A Of course, in making my submission you see we had 
to take into rccognition the present rates at this time 
because we have no privilege of knowing just what these 
changes will be, and we are basing our submission on just 
exactly what we are working with. | 

Q Your present rates, 

A Se the interjection of these new rates that will 
come out puts a different complexion on the whole situation. 

Q I am not quarrelling with you. I am really try- 
ing to inform both yov and the Commission at the same time 
SO we will have the record clear. So that the complaint 
on page 3 roughly amovnts to this, that the eastern mills 
to eastern markets get a somewhat lower scale? 

A Preferential treatment. 

Q And that preferential treatment, as we have now 


agreed, will be very greatly lessened after August 1 when 
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the new rates go into effect? 

A All we are looking for, Sir, is a revamp of this 
freight structure so that we get the same treatment as the 
other fellow. We are nut asking for any preference at all, 
To illustrate a little further on that, the coast people 
here, and also the shippers in Ontario, have a stop-off 
privilege, and we have none in the interior of British 
Columbia. 

Q A stop-off for milling? 
Stop-off for inclusion, 
Pick up a carload? 
Yes, we do not enjoy that privilege. 
Is that all important to you? 
LC sh 


& fF DOD ww © Y» 


That is to say, you have a number of places that 
would no® ship a full carload? 

A We could make up, and we could probably enhance 
the sale of our wares if we had a stop-off privilege, 


Q What do you do now, collect it by truck? 


A No, in most cases we have to forego the business. 

Q You forego business because you cannot get a car- 
load? 

A In lots of cases. 

Q You are thinking of an order from several con- 
Signees? 

A No, I am figuring on an order for different 


Species, One mil] produces a predominance of one and 
another does not. 
Q Then what you want is the right to have a car 


Stop at one mill and pick up so much of a certain particular 
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kind of lumber and then go to another point where another 
part of the cargo would be made up, and perhaps to a third 
point? | 
A Just like the coast. They have a $6.30 stop-off 

charge. I don't know what their stop-off charge is in the 
east but I think it is lower again than that, 

MR. EVANS: Thank you, Mr. Collins. 

COMMISSIONER ANGUS: Any other questions? 


CROSS -EXAMINATION by MR. O'DONNELL 

Q I think I only have one question, Mr. Collins, 
Were you here when Mr. Bolton and Mr. Alton were giving 
their statements? 

A I was here part of the time when Mr. Alton did, 
but not Mr. Bolton. 

Q Did you hear Mr. Alton express his views on the 
proposal which is contained in some briefs that before any 
commodity rate or competitive rate can be changed or 
altered the matter should be taken up with the Board of 
Transport Commissioners? 

A I don't remember the question, sir. 

Q In your view would the delay which that would 
necessitate not be adverse to the interests of the shippers, 
in so far as the delay is concerned? 

A I think that can be explained this way, that the 
hoist of the present freight rates that was to come into 
effect July 1, but will not come into effect until August 1, 
Will result in Stockpiling a lot of lumber, and there will 
be very little shipments because I think we will get very 


few orders during the month of July. 
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Q In your business it is necessary to be able to 
get a decision coneerning a rate in a hurry? 

A Quite right. 

Q And anything which would delay your being able to 
deal with the railways in an expeditious business-like way 
would not be in the interests of Shippers generally? 

A I would say you are correct, 

Q That is all I wanted to ask you, Mr, Coliins, I 
might make this observation. I understand the rates set out 
on page 3 of Mr. Collins! brief, these eastern rates, are 
influenced by water competition. I think that can easily be 
verified. 

A Maybe as to some points. You could not get into 
London by water - Guelph, Woodstock, 

Q Some of them you cannot but I think water competi- 
tion influences those rates. In any event, I am not going 
to go any further. I am Just indicating that to the Com- 
missioners and they can verify it themselves. Thank you 
very much, 

MR. BRAZIER: Excuse me; I wish to ask Mr, Collins 


one other question, 


RE-EXAMINATION BY MR. BRAZIER 
Q On page 2 you give the average price f.o.b. mill. 
You told us that was the 1948 average price? 
A That is right. 
Q Would you care to express any opinion as to 
Whether the average price today would be equal to that or 
higher or lower? 


A The average price today at the present time, taking 
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-3210- Mr. Collins, 


our business since the first of the year and up to the 


present time, is several dollars below that average, 


EXAMINATION BY MR. COVERT 

Q Mr. Collins, I take it the main point of your 
brief is that different rates do apply in Ondenie on what 
you say is similar lumber, and you Say there is no competi- 
tion to justify the rates being lower? 

A That is rignt, 

Q Now, you would probably go this farnyethatds 
there was competition the railways should have the right to 
make a lower rate to meet it? 

A No, I take exception to that. We went through 
that same thing here in the early period df the thirties, 
In order for both the two major railways to meet water com- 
petition we had a depressed rate that they put into effect 
from Vancouver to Montreal of 60 cents a hundred while our 
rates from the interior of British Columbia were the same 
rates, and we had no relief whatever. In other words, we 
were Shipping into Toronto from Nelson on an 81 cent rate 
and from Kamloops on 85, and into Montreal we were shipping 
in on an 88 cent rate. That depressed rate of 60 cents put 
us out of the running, 28 cents per 100 pounds. In other 
words, we had to just sit by and watch this movement of 
Stuff go right through our interior districts, and we had 
no relief whatsoever from that. That is one condition -- 

IT am glad you brought that point up -- that we want 
rectified, that when any special rates are given to meet 
Water competition, such as happened in the thirties, that 


we will have the same relief for our mills in the interior 
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of British Columbia, 

Q In other words, if competition forces down rates 
in another area dealing in a basic commodity -- 

A And stagnating our industry in our area, In other 
words, lots of men were put out of work because the regular 
run of movement that we had at the time to compete with -- 
we were absolutely out of the market because we could not 
absorb these differences as high as 28 cents, 

Q What I wanted to get at was the principle, I 
understand you Suggest there should be some principle like 
this, that where there are certain areas Shipping basic com- 
modities, and certain markets, that if there ig competition 
in one of those areas that forces railway rates down 
enabling them to find a market in competition with you in 
British Columbia where there is no competition forcing rates 
down, before that competitive rate could be put into effect, 
we will say in Ontario, where there was competition, you 
Suggest that, as that disturbs your market -+-- 

A It does, sir, 

Q And as it does, that something should be done 
about it. Would you suggest by way of subsidy? 

A I think we ought to be consulted and have a chance 
to have the same equal treatment. In the whole of our 
Prief it is very simple; we have not gone into a lot of 
phraseology or anything else. All we are absolutely looking 
for is parity with any person else, the same equal condi- 
tions. 

Q It seems to me you must recognize that competition 
May disturb that? 


A We do, sir. 
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Q Then you suggest in a case like that all areas 
where they are carrying on a similar business Should be con- 
Sulted before that competitive rate is permitted? 

A That is correct, 

Q You are not just complaining because there is digs- 
parity. You are compl ining because that disparity does 
affect your competitive position? 

A It does so with rates right in our own province 
shipping from our southern interior, I can show several 
examples where we have a freight rate up to 6 cents higher 
on a lesser mileage than those who have a greater mileage, 

Q Now, Mr. Collins, can you conveniently furnish to 
the Commission at a later date your production for the last 
twenty-five years, let us Say? Would that be a big task? 

A Well, I just cannot answer that question right 
offhand. The only way I see that information can be had 
would be to refer to the provincial forestry branch, 

Q Would that show this area you -- 

A That would show the scale of the different Species, 
all logs that were produced during those periods, 

Q Would it show -- 

A I am advised we can obtain it for you, sir, 

Q And we would like a breakdown of your markets for 
the same period, 

A I don't know if it can be complete for twenty-five 
years, but I think we have dug up some information in the 
last four or five years in which we have had to deal with 
labour, and there are some who have been quite statistical 
in keeping a record book of their shipments and stuff. I 


think we could give it to you for quite a few years but I 
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wouldn't like to state we could give you prices ranging 
back twenty-five years, 

Q Weil, for a comparitively lengthy period, certain- 
ly before the war, 

A Yes, we can give you information prior to the war, 

Q And the value or prices during those years. I do 
not want to ask you for anything that is too difficult, but 
this is what we have in mind, a breakdown of your markets 
for the same period, the value of the production, your 
prices per thousand, and the freight rates for the same 
period. You could do that? 

A I think so. 

Q Perhaps if you will give it to Mr. Brazier he can 
file it with the Commission. Thank you very much. 

MR. EVANS: I should like to ask one more question 

arising out of that. 


RE-CROSS-EXAMINATION BY MR. EVANS, 


Q You spoke to Mr. Covert about the position you 
were in when the coast shippers of lumber had the benefit of 
a competitive rate to the east. What position would you be 
in if, instead of the railways giving the coast lumber pro- 
ducers a competitive rate to meet the Panama Canal rate, 
they just did not do it and the shipment went via the 
Panama Canal? You would still be at a disadvantage? 

A We are at a disadvantage geographically because 
Prior to the war there were some mills in the interior, 
especially chose on the main line of the Canadian Pacific 
Railway Starting at Kamloops, that had a rate into Vancouver, 
I think one rate was, quoting from memory, 50,000 pounds 


16 cents, and 80,000 pounds 12 cents, 
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Q You had to get your stuff to Vancouver to get it 


on the boat? 


A Yes. 
Q You have always had that disadvantage? 
A Yes. 


Q So what I am suggesting to you is that the fact 
that the railway might meet the Panama Canal rate would not 
of itself produce any disadvantage to you? 

A Only that people would not buy our wares because 
of the depressed rate, 

Q It was not the railway rate; it is really the 
shipping rate from Vancouver? 

A There were lots of abuses in that rate. I know 
the facts. In fact, I was one who inquired, along with 
others, if there was anything against taking that rate into 
Montreal, and picking up our freight charges and paying them 
in Montreal, and re-consigning the car back to Ottawa. That 
was done in cases, and I happen to be a guilty culprit of 
doing it myself. 

Q I am shocked at you. 

A There were other cases where that rate came into 
Montreal, and the local rate from Montreal back to different 
points Jike Peterborough and Kingston. Advantage was taken 
of it there by those who kept their eyes on these 
freight rates. 

COMMISSIONER ANGUS: Any other questions? Thank 
you very much, 
MR. COVERT: The next submission is that of the 


City of Vancouver. His Worship, the Mayor. 
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MAYOR CHARLES E, THOMPSON, Called 
Ee STOMPOON, Called 


THE WITNESS: Mr, Chairman, before reading this 
brief I might explain that it has been before council, and 
there is a resolution of council covering it,in case you 
require verification, In other words, it is not just my own 
Suggestions or my own brief, It is a brief presented by the 
City of Vancouver to the Royal Commission on Transportation, 

BRIEF PRESENTED BY CITY OF VANCOUVER TO ROYAL 

COMMISSION ON TRANSPORTATION, 

The citizens of Vancouver are prompted to submit their 
views on transportation costs because of its influence on 
the cost of living. 

REFERENCES: 

In order to present our case we will refer you 
to Book II of the Rowell-Sirois Royal Commission, page 169, 
dealing with the freight rates structure. We quote Order in 
Council P.C. 886 of 1925 as follows: 

"The Committee are of the opinion that the policy 
of equalization of freight rates should be recognized 
to the fullest possible extent as being the only 
means of dealing equitably with all parts of Canada 
and as being the method best calculated to facilitate 
the interchange of commodities between the various 
portions of the Dominion, as well as the encourage - 
ment of industry and agriculture and the development 
of export trade," 

Next we would refer you to a paragraph in the same report on 
page 197, which we studied, and we quote: 

"A set of diagrams prepared for the Commission 


to show mileage rates for various distances in all 
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classes for the whole Dominion covering a long term 
of years, indicated in every case a drawing together 
of the regional rates in contrast with the wide 
spread of former years. The relation between the 
Standard rates, first class, 400 miles distance, at 
present is: Central (Ontario and Quebec) basic; 
Maritimes 20 per cent under; Prairies 26 per cent 
above; British Columbia 46 per cent above. For 
fifth class freight: Central basic; Maritimes 20 
per cent under: Prairies 14 per cent above; British 
Columbia 32 per cent above. There are variations 
but they lie in the shelter of Board findings 
rendered in the light of rate-governing conditions." 
The governing factors of freight rates are com- 
petition apparently by other forms of transportation such 
aS water and truck haulage, which is particularly acute in 
Central Canada and the clamor on the other hand by the 
outlying provinces for legislation to govern rates com- 
parable to those enjoyed where competition is the keenest, 
The railways are on the horns of a dilemma and the best 
that any commission has been able to do hag been far short 
of public demands for redress. It is a fact that western 
Canada has no communicating national highway and, conse- 
quently, we lack alternative methods of handling our 
freight and transportation and it will be some time before 
€ither a road is built or there is agreement as to the con- 
trol over the Operating rates and maintenance of such 
road, 
Agair I quote from the same authority, page 201, 


the statement of the Honorable C.D. Howe, Minister of 
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Transport, when introducing a bill: 

"The bill differs from that of last year in that 
any attempt to include control of traffic on the high- 
ways has been deleted. The difficulty in that connec- 
tion, of course, is that the government has jurisdic- 
tion only at certain points. Our legal officers 
advise me that we have jurisdiction over trucks pass- 
ing from one province to another, or crossing the 
international boundary, or in certain of the Dominion 
Government parks. It was felt on reconsidering the 
matter that such jurisdiction as we have is too 
limited to be particularly effective under the con- 
ditions which prevail in Canada, and in view of the 
strenuous opposition of the provinces we have decided 
to delete that feature from the bill this year," 

It is not even sure whose responsibility the 
Trans-Canada highway should be. We quote again, same auth- 
ority, page 201, as follows: 

"Thus, Hon. Mr, Meighen, while the proposed 

Transport Act was being considered by the Senate 
Standing Committee, February 10, 1937, said: ‘It 
would not be unreasonable to declare that the Trans- 
Canada highway was a work for the general advantage 
of Canada'," 

In the meantime no matter how many attempts have 
been made to alleviate the strain, long haulage costs a 
great deal of money. We are prepared to admit frankly that 
Pailways have an important part to play in our national 
economy and must have the revenues to maintain them. Second, 


We believe, that because of the tariff wall and the 
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restriction on north-south traffic, has presented acute 
transportation problems, We believe that the long western 
hauls, particularly through northern Ontario, will always 
be a transportation burden, 
RECOMMENDATIONS : 

We believe 

First, the freight structure as constituted in Canada 
is not a soluble problem. I use that advisedly. In other 
words, all of Canada will never be satisfied with 1t. 

Second, railways are necessary and they must be 
adequately maintained, 

Third, we believe their position is to draw together 
and equalize the opportunities of the country they serve, 
They are like the elevators in a department store. 

Fourth, we believe that western Canada is entitled to 
alternate methods of transportation. A Trans-Canada high- 
way is a necessity. 

We urge a complete equalization of freight on manu- 
factured products, We believe national prices on manu- 
factured goods which is now in practice on a limited number 
of products should be made obligatory if Canadians are to 
receive equal opportunity and treatment. 

We are fully aware that we are speaking for the largest 
6roup of consumers situated the longest distance from the 
centrally industrialized section of Canada. We are affected 
most by freight rates but as Canadians we feel much can be 
done to alleviate the injustice and create a greater spirit 


of unity in Canada." 
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_CROSS-EXAMINATION BY MR, EVANS: 

Q Mr. Mayor, I will try not to keep you too long, 

On page 1 you refer to some Standard rates, and there are 
one or two things I thought we might get together on. One 
is that I assume you know that a relatively small propor- 
tion of traffic moves on those Standard rates? 

A Yes, I am aware of that, 

Q I think you also perhaps recall that in the el per 
cent case there were a lot of rate comparisons made, and 
those comparisons showed that a great many rates in the west 
were actually lower than they are in the east, Do you re~ 
eall that? 

A NOge 5 CO not, In reading the Rowell-Sirois 
report I picked this out, and it seemed to me to have appli- 
cation to get the general thought of standard prices. I am 
not here to argue the rights and wrongs of the freight rate 
Structure. I have not gone into that, 

Q I am not expecting you to, I thought you and I 
could have a little general discussion of an informative 
character. You can perhaps inform me and I can perhaps 
inform you, Turning to page 2 and your discussion of a 
highway, I gather that British Columbia's principal concern 
is with long hauls? 

Yes, 

Q I suggest to you that a national highway would not 
Provide relief because I Suggest to you that trucks could 
not haul traffic across Canada and do it economically? 

A I think I would have to dispute a little on that 


because there are certain things that they would haul, 
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Q I quite agree there are some things. 

A Take things that would come, if the water rate was 
favourable, to the head of the lakes, and you had 2 


market all west of that. You can haul by truck and haul 


economically. 


Page 3220 follows 
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Q. Well, I suggest to you that, by and large, if 
you had to depend on truck haul to British Columbia, the 
rates would be worse than those of the railway? 

A. That is a ease for debate. 

Qs It is true that British Columbia has benefited 
by water competetive rates? 

A. It did, in the past, to some emtent, before the 
war. 

Q. So your brief could be qualified: that there has 
been an alternative method of transportation available to 
British Columbia in the past, and that it has had an ag 
effect, at the present time, on your long-haul rates? 

A. That was very limited, however, because you had 
to go through the Panama, and they dd not get very much 
effect, with respect to eastern Canada. 

Q. You do not think that the rates put in by the 
railways to meet that competition were of any substantial 
benefit? 

A. Not of any particular benefit. 


Q. Iwonder if Mr. Brazier would agree with you on 


A. I do not know. 

Q. I am not quite sure when you say you do not have 
complete equalization of freights on manufactured goods. 
You mean, compared with east and west? 

A, We would nationalize the price of the product, 
and the freight would be included in the product price. 

Q. But that would not involve the railways at all? 

A. No. We are interested here, as a city, in 
the cost of living; and we think that equalized freight, 


in the cost of the product -- that thereby, we would have 
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an over-all general advantage, because we are the longest 


distance away fom “she industrialized section. 


Q. Yes? 
A. And, as there is a line on the south -- we are 
not disputing that line, but it is there -- and we say, 


because we are north of that line, and because we cannot 
trade up and down the coast, we should have equal 
opportunities in Canada itself. 

Q. You will find, probably, a lot of other people 
closer to the source of Supply, who would object to 
paying part of the freight rate? 

A. That is why we want to get our word in while 
you are out here. 

Q. Surely! 

MR. O'DONNELL: Q. I have no questions; but 

in Exhibit 36, at page DD 33 will be found a very interest- 
ing tabulation as to the "Comparative food indexes, British 
Columbia, being compared with Canada, from 1939 to the 
end of 1948; and there are other similar tabulations 
there which indicate the cost of living in Vancouver. 
I think it is not unfavourable, in the circumstances. 

A. Of course, there is a statement there, from 
this same Rowell-Sirois report on that matter, which, 
I think, is limiting too; but I did not interject it 


into this brief, 


EXAMINATION BY MR. CUVERT 
Q. Your worship, in that part of the brief -- I 
think it is at page 3 where you state: 
"First, the freight structure as 


constituted in Canada is not a soluble problem." 
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I wonder if you meant by that: as it presently 
exists, or, are you talking about something more than the 
freight structure there? 

A. That might be considered ag an abstract statement; 
but what I really meant there is,that it will never be 
Satisfactory to all parts of Canada at the same time 
because there are such disparaging differences feverywhe re 
in Canada that you cannot get it worked out so that 
everybody would say that he was happy about it. 

Q. Do you suggest that the tariff wall has some- 
thing to do with it? 

A. You must say this: that the tariff wall 
is one of the things which make it so that you have to 
haul everything east and west, rather than north and south, 
I am thinking of that long haul in Northern Ontario, which 
Will always be a long and unprofitable haul, reflecting 
itself in the cost of manufactured goods. 

Q. Now, at page 3, in the paragraph before the 
last, you say: 

"We urge a complete equalization of freight 

on manufactured products." 

I wondered if there was any particular reason 
why you confine it to manufactured products? 

A. We have this idea: that, in the case of raw 
materials -- and I would quote you just a line which shows 
the effect of that, from the same Rowell-Sirois report, 
which says: 

"We have built up, over the years, a rate 

Structure which, we believe, is absolutely essential 

to the well-being of Canada. The basis of that 


rate structure is, that low priced commodities shall 
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be carried at low rates, and natural products shall 

be carried a great distance to our Shippers at 

export ratcs which are undoubtedly the lowest in 

the country." 

In other woirds, the basic things -- there is Special 
consideration given to them. I am thinking of the 
manufactured products, the motor car, aS an example, 
where, to have it a profitable operation, you have to have 
it assembled in one point. 

Now, the motor companies themselves will give 
you -- and they do now -- a national price on their 
repiacement parts. But, due to competition 
in the central part of the country, they have got away 
from that practice in the car itself; and they sell the 
car on the basis of their price at the point of manu- 
facture. 

Q. You refer to what is commonly called the 
postage stamp rate, = think? 

1. In other words, yes. We are saying, I think, 
that the average John Doe in Vancouver says: Here, if 
we are going to hely builc the St. Lawrence waterway, which 
we will be doing in our taxation, then we should enjoy 
the general vrinciples of an even freight distribution 
ourselves, in the products that we purchase. 

Q. I assume you have considered, perhaps, some 
of the difficulties of putting in a postage stamp form 
of freight rates? 

A. One business man did tell me that it would take 
fifty years to do it. I do not know if that is true, 
or not; but I cannot conceive of it being that difficult, 
because there are many products todaywhich are national- 
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Q. Usually they are smaller products, like 
cigarettes and tooth paste? 

A. what. is right. 

MR. EVANS: And Moir's candy? 

MR. COVERT: And Moir's candy? 

THE WITNESS: Yes, 

MR. COVERT: Q. It would seem to me that that 
would, perhaps, involve some method of price control 
rather than of freight control? 

A. I do not think that price control would enter 
invo it at all; just the same as the case we quoted, of 
the parts for a car. Price control does not enter into 
it; it is because they absorb the freight in the 
delivered price of the product. 

Q. But you might meet a Situation like this; 
let us Say, one car manufacturer Says; Surely, I will go 
for that. And he fixes prices for his product all across 
Canada. Anc another car manufacturer does not. Cer- 
tainly, the one who does not will get all the business 
around tnat serritory, won't he? 

A. If you are making the same product; but it may . 
be that your illustration is not correct, because the 
manufacturer does make practically all the parts for his 
particular product. 

Q. I can see that; but, in the price of the car, 
if it is an article of great size, or of large price, 
wherein the freight rate is a large amount; when it has 
to come from, let us say, Ontario to Vancouver, you might 
have some difficulty? 

A. You mean, in getting it equalized? 


Q. Yes? 
A. Well, we worked that out, and we found that it 


cbt ore bm ‘ela Nee u Tee 


orebiee ano bah EP REVOD | OH e 
A lit ae ete | 
daitd dads, Sim ot aioe paren ae a. -secavoD aft) ow an a 

tetaoe estua w frais aoe erkownt aqedtea fae 

! . | | stostnee dither’ 10 ppt 

aonb toes. olen jon ob Ba \ 2. he “34 " 
onit vast ee ae at ota! | 
0808 sm" RaoAg oa 


opt at His hort ets dnoads geeks 7 ; seusoed at st oh 
-coubort eit? Yo 99l8G pysovttel | 


q 


“ he Higa: Lontavs 
4G badaup a 9us9 er: os nee 


otae: totes: ton ‘ep0b tous. open” 


sabait aunt jotdest ee ee $osut chet HON cua oa a 
og Litw t coho’ seyes wertustoe ‘Lenten 129 ‘ene, YER) au a 
_ tomborg aid. 20h Boo Peg) aot? ed rik dans x08 
<200. dost Bot senuit og tata apo sortoma Dan ceooeal a 
saomtand “n ros +98 tiie Pan gon ory arte oft viata 

ruil 2' ow ctor beset "dest penace 
eh yi ie 


BEOTOS 


yet oe Sud it ouhony eit 8, ont gntstent, ois HOY. at 


ert cgunood (Foserr99 ‘ea at noktaateulst ’ OY aad 
t 


: Set xo adic age Lie qitadttoeng oaks as0b aornmtie! 


= stonbora maki Reedy / 


aOR ot to iheel git at , gud state: aon: nmol .f 


diaben, petal To to ,ante soot ‘to, alpties re ot S28 


wed tt nodW wovome sytet 2 at ofas digtert edt beret 


sagt wo halal ot crete ee ng vel .mort smo 5 
if | , Melo.) ‘aos 2 ‘ 
tewbtos9 Fea pation © ne meen uot oh | 

| yest, os b, 


- 


sé eit Sach ow Be tes ened penltew or, SfeN 


a 
} 


= ian = Mr. Thompson 


would take about $60 per car, a car that sells in 
Vancouver, on which the freight alone is some $200-odd. 

Q. I think I have seen where there was a brief 
submitted to the Commission in one of the other provinces, 
It was in Regina? 

MR. O'DONNELL: Yes, Mr. John Pinch, "er Che 
Saskatchewan Motor Dealers! Association. 

MR. COVERT: Q. You would have to have an 
agreement with all car manufacturers, would you not? 

A. It would be a case of some major manufacturer 
starting out. Then I think the others would follow, 

Q. What about the American cars selling into Ontario? 

A. They would have to have a national price, whereas 
they sold. In other words, we would buy a car at the 
Bane price. 

THE CHAIRMAN: Are there any other questions? 
if not,* then’ Ie thank you very much, Mayor Thompson. 

MR. COVERT: Mr. Chairman, there is a brief 
from the Quesnel Board of Trade. It is No. 11 on the 
agendas; but I do not think there is anyone here to present 
ye 

MR. O'DONNELL: Do you want me to read it? 

MR. COVERT: My suggestion is that it simply be 
taken as read into the record rather than merely filed. 

MR. EVANS: I have no examination. 

MR. O'DONNELL: We will have to cross-examine 


the record, 


rief submitted by the Quesnel Board of Trade to 


the Royal Commission on Transportation. 


To the Chairman and Members: It is our desire to 
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acquaint you in regards to a situation that exists in 
our district of Quesnel, Province of British Columbia. 

At the moment our town is the terminus of the 
Pacific Great Eastern Railway, owned and operated by the 
Government of our Prevince. Our area contains one of the 
largest stands of good commercial fir timber that remains 
in the province and we have operating at the moment at 
feast (2 mills. outtine this timber. 

Despite careful conservation in the field of 
costs our mills are operating at a disadvantage in 
getting the cut of these mills to market. 

Briefly the picture at the present time the 
mills are operating on a fifty-fifty export quota ct 
in other words we are forced to ship 50% to the Canadian 
market “iether we can compete or not. The following 
figures will give you an inkling of our problem -- at 
the present time there is an arbitrary rate of 153¢ per 
100 lbs. on lumber shipped to the eastern States and 
19¢ per 100 lbs. to Eastern Canada. 

Mitis on Vancouver Island, B.C. ship on“the 
Vancouver, B.C. rate, which puts them on the same com- 
petitive basis, while our costs are from 4.00 to 6,25 
per M higher. 

Our commodity rate on lumber to Vancouver, B.C., 
from Quesnel, B.C., is 47¢ per 100 lbs. or 11.75 per M 
on dressed lumber and 15.50 per M on rough lumber. This 
rate precludes the possibility of reaching the Vancouver 
market on a competitive basis. if this rate was con- 
Siderably lowered it would through access open the market 


to our mills in Vancouver, B.C. 
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At the present time we cannot compete with 
mills on the main lines of the C.P.R. and the C.N.R. 
due to the existing freight rates --~ we do not have access, 
on a competitive basis to the northern line of the C.N.R. 
Se Jasper to Prince Rupert. To tap ena line for 
Shipments to the prairies and eastern Canada it is 
necessary to ship by truck to Prince George a matter of 
84 miles at 13.50 per M. This cost is prohibitive and 
will not put the mills in a competitive pesition to reach 
this market. 

The economy of our district is such that our 
mills are a big factor in our prosperity and we are 
anxious to see that there is a continuity and stability 
in our payrolls and we respectfully ask consideration 
of our problem by the Royal Commission on Transportation 
and would suggest that you give consideration in 
respect to general freight revisions, competitive rates, 


international rates and export quotas. 


QUESNEL BOARD OF TRADE, 
COUNTY OF CARIBOO, 
PROVINCE OF British columbia. 
"Harold Box" 
Secretary-Treasurer. 
MR. COVERT: Mr. Chairman, the next submission 


is that of the Mining Association of British Columbia. 


CHARLES H. MITCHELL, called 
MR. BRAZIER: Q. Mr. Mitchell, you are 
Secretary of the Mining Association of British Columbia? 


A; That is correct. 
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Q. And I understand you have held that position 
for a relatively short time? 

A. That is correct, 

Q. And in presenting this brief to the Commission, 
you do not hold yourself out to be a rate expert? 

Ay Definitely not! 

Q. And any information in the brief in regard to 
rates has been given to you by other people? 

A, It has been supplied to the Association, 

Q. Will you read the brief into the record, please? 

A. Mr. Chairman and Commissioners: There are at 
present more than fifty producing base metal mines in 
British Columbia shipping ores and concentrates by rail 
to a smelter at Tadanac (Trail), B.C., and/or to 
smelters located in the States of Washington and Idaho. 
The rates on these shipments are levied on the values of 
the metal content of the ores and concentrates, The 
values are determined by the smelter assay returns and 
Such values are assessed on the basis of the metal prices 
prevailing at the time of sampling at the smelters, The 
freight rates per ton on ores and concentrates are 
graduated from $5.00 and less to $100. and over per ton, 
by steps of $5.00 and $10.00, and are based on the assay 
values, 

Thus the railways by their tariffs have and 

do participate with the mines in the relatively high metal 
markets of the last three years. When metal prices were 
decontrolled by the Wartime Prices and Trade Board and 
the U. S. office of Price Administration in 1946, metal 
prices soared and in some instances prices doubled those 
prevailing under wartime controls. It has only been 
within the last few months that prices have shown some 


declines. 
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declines. 


Tae following example will serve to illustrate 


the trerid: 

(Cents per pound) 
Year's average, 1948 13,82 8.109 8.726 
Post-war high, 1948-49 23.5 18.5 17.5 
Prices at June 13, 1949 17 «00 12.00 9.75 


In order to give a picture of the sizeable 
volume of the movement of ores and concentrates from 
mines in British Columbia, a comparison of two periods of 


two years each is set forth hereunder: 


Period Tonnage Value 
1945 & 1946 * 1,167 ,032 $73,255,691 
1947 & 1948 1,188, 356 $182, 386, 359 


These freight charges, it should be pointed 
out, are on the raw material only and are not passed 
along to an ultimate buyer but must be absorbed by the 
mines. This 1s in contrast to freight charges on a 
manufactured product, which in most cases are passed on 
to the ultimate consumer. 

It would be an interesting revelation to kmow 
exactly the average freight rate per ton and the revenue 
collected for the tro periods named above. Statistics 
would no doub*% show that the railways collected a greater 
revenue fror the mining industry of this province through 
employment of this peculiar escalator system than from 
any other industry in Canada. This would be the case 
first, because of the inflation of metal prices, and 
second, because on April 8th, 1948 the 21% increase was 
added to the denominator rate. In other words, a double 


toll has been and is levied. 
reight charges on these items in 1948 exceeded $2,415,000. 
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Originally this tariff pricing method may 
have had merit and undoubtedly it was copied from rail- 
roads in the United States. Since 1945 mines in the 
western United States have likewise been paying 
these singular increases due to the inflated metal 
prices. One example of the effect of this rate sys tem 
shows that the average increase in freight rates for a 
total of 42 shipments brought about solely as a result 
of increased metal prices from 1945 to October 13, 1947, 
amounted to 40 per cent. The range of these increases 
was from a low of 6 per cent to a high of 81 per cent. 
In other words, if the actual 1945 shipments listed had _ 
moved on October 13, 1947, the graded actual valuation 
freight rates would have involved freight cost increases 
ranging from 6 per cent to 81 per cent, yet the assay and 
the character of tho commodity had not changed one iota, 
This is a transportation penalty borne by no other basic 
commodity. 
The effect of the added 21 per cent increase on 
ores and concentrate shipments is equally important. 
It is necessary to note that, when increased metal 
prices move any given grade of shipment by assay from 
a lower bracket in the graded actual valuation rate 
Structure, the percentage increase (imposed under the 
Board Order of March 30, 1948, No. 70425) is based-‘on the 
higher rated value, Thus the increases effected are 
pyramided solely as a result of increase in metal 
prices, For example, an ore or concentrate of a given 
assay moved in 1945 at a base rate of $4.00 per ton, yet 
that same grade of ore moved in 1949 at a base rate of 


$6.00 per ton. 


; 7 ae - , 


7 
uy ° a aa 
7 


tee wide ni: tas ae aoe a 7 


tip Bee) Berioo maw Lt qttwddwebar bie aurea Beet 
bei at semen CQ! woute .eotnte bert of: wack 
aniyad, Head sattiattt aved Sodege bese oroteow) 


cnt | 


tejom bodaliae ai co sub sousorods sefegrhe 2 


mevage eint sie) to 2eokts sy To shaoiene ont & ra 52 


to sats i yaad? nt sasenont ayer ult wands 
f increas stmemqine cH "to. tareal 


& 


i 
Sire 6 ms yhsfes tueds 
alist petty "2 sable q fevoa. neenctoal 10 


nendoebel aald do oye ahr > SOE On ot besauons | 
ot tren 20 te wel e mrt vow! 


Taek. (AY dodottsd ov q 


a 


tried. 464, To to me 
a9 


bert Beater! sotto ey sel Tatat os eqit- ap. .abetow. qonto ‘| 


1 > 


dottuitay Ceatse Hecate ad? OYReL tee readot oe ad bevet 


| aveu! ‘flsiw estse digtert 
. 23 ob doo oa 8 moat Satgaee 
2 i * ' “8 


enaaarontf ie"> 3 


te Yoeds ore ce ,ooao 7 
eAdOk oni yest sor Tey “candy oF SO mad oetSsi9 Ys 
5 tsod wanG Of “4 AIPtOG Phiiots unktndiiqene ss) E at etd 


; : + FBC 


opie We PoeTis at 


yay 1 wert 4 re} 5 z= on i rai aek Ni 
,aretrommt giipwpe at - soaealeine sdendrioottGe bers none 
i ¢ juasee st oite. dat etow OF yrpsslese ae 


‘Ae “Do! St ne mevly Fae evom esory 
pn cay Leeder pebaes etd ab desioetd ual 

do neti Doscaih) semseeat oF egmooteg ont ousrgowe 
sce com .Bdt ,.O@ dedi “to -seb70, Daa 


~ pit A os »* , 
> Pej pat A" } eS } » 1455 a _ = 


‘ks gupeeronl one mince ,oiisv hess Totes 


irsdem at  senerent *e daserr Ss ta ¥iofos hominy 
revs A’ seocdyoodes TO ep ae yetamass 104% Peso 


tue .mad “oer OD, 1> Top otas eubd' pb ts JFL at bovom we 
oof ab Seven tc To obety Smee es 


ete eee, 


1G Sone wed « we 


- 3231 - Mr. Mitchell 


The 21 per cent increase applies on the $6,00 
rate instead of on the $4.00 rate, making a difference 
in such case of 40¢ per ton; in other words, simply 
because metal prices advanced, the Shipper had to pay 
an additional 40¢ a ton as a result of the application 
of the percentage increase on the higher base rave, 

It should be noted that the corresponding 
20 per cent increase allowed in the United States by 
the Interstate Commerce Commission (Ex Parte 162) carried 
a clause setting the maximum at 30¢ a ton, Therefore 
any rate over $1.45 per ton was only increased by 30¢ a 
ton. No such ceiling was set by the Canadian Board 
of Transport Commissioners with the result that all 
rates have been subjected to a straight 21% increase, 

Some five hundred and seventy rates out of six 
hundred affecting base metal in one C.P.R. tariff were 
over $1.45 per ton, The increases in many cases were 
more than $2.00 a ton. 

ahe mines of the Province of British 
Columbia appear to be paying a greater share of trans- 
portation charges than is just and reasonable, compared 
to what other shippers are paying. For example, auto- 
mobiles and numerous other items on which the prices have 
Spiralled during and since the war, have not been sub- 
jected to parallel freight increases. 

It is contended that the 21% increase should 
never have been applied to freight rates on shipments 
of ores and concentrates. Further it is contended 
that the structure of the freight tariffs in question 
Should be considerably modified by stipulating agreed 
prices for the assessment of freight charges on a mof© 


equitable basis than presently obtains. 
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Again, it is of paramount importance to the 
mining industry, to the railways, and to the Canadian 
economy that freight rates should eneourage rather 
than discourage the development of mineral resources, 

The brevity of this submission has been 
deliberate, Our objective has been to point out to 
this Commission an obvioug injustice resulting from an 
inequitable rate Structure, 

A comprehensive submission with detailed 
recommendations for desired alterations in present 
freight tariffs can at a later date be placed before 
the railways and the Board of Transport Commissioners, if 
Such action is considered desirable, 

May we request that this Commission take 
favourable cognizance of the issues herein get forth? 


Respectfully submitted, 
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Qe I understand you succeeded Mr, E. B. 

Ablett as secretary of the Association, but that he 
assisted you in the preparation of this brief? 

Ay That is right. 

Q. How long ago was that? 

A. Last January. 

Qs I suppose then that any questions which 
counsel wish to ask may be answered by Mr. Ablett? 

A. Yes « 

MR. O'DONNELL: We might ask them of Mr. Ablett 
directly. 
CROSS-EXAMINATION BY MR. O'DONNELL 

Q. Mr. Mitchell, I understand you took over 
from Mr, Ablett in January? 

A. That is right. 

Q. So it might be well to address questions 
concerning the earlier experience of theindustry to 
Mr. Ablett? 

A. Regarding freight tariffs, and so on, yes. 

MR. O'DONNELL: I take it, Mrs Ablett, that 
the arrangement which is set out in the Association's 
brief concerning freight tariffs was one which was 
arrived at, so many years ago, by an arrangement between 
the mining industry and the railways, as a result of 
discussions and negotiations? 

MR. E. B. ABLETT: That is, possibly, true. 
Possibly in the early part of the century. 

MR. O'DONNELL: And a similar arrangement to 
that which prevailed in the United States was adopted 
here? 


MR. ABLETT: That is right. 
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MR. O'DONNELL: Whereby, in the earlier stageg 
of the industry, a lower freight rate than would normally 
prevail, was given to the industry? 

MR. ABLETT: That is correet, 

MR. O'DONNELL: And, in accordance with the 
arrangement set out there, on an escalator scale? 

MR. ABLETT: That is right, 

MR. O'DONNELL: And the railways went along 
with the industry; and, so long as the industry ws gettig 
a low return for its ores, the railway rate was, prow 
portionately, low? 

MR. ABLETT: That is correct, 

MR. O'DONNELL: And, as ore value went up, the 
railway rates went up, to some extent? 

MR. ABLETT: They sure did! 

MR. O'DONNELL: But they did not share it 
directly, proportionately, as the price of the ore went up 
considerably more than the freight rate, over the years? 

MR. ABLETT: I could not answer that last part, 
as to whether they shared proportionately, or not. 

MR. O'DONNELL: The only increase through the 
years mentioned in the brief, and during the last twenty- 
Seven years, has been the 21% increase granted on April 8, 
1948; isn't that so? 

MR. ABLETT: What is that? 

MR. O'DONNELL: The only freight rate increase 
&ranted to the railways of Canada since 1920, was the 
increase last year, the 21% increase? 

MR. ABLETT: That is correct. 

MR. O'DONNELL: And in the interval, have you 
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any idea what these three ores were selling at, 

let us say, in 1620, I Have the year book here, and 

it might be just as well to read these, if you will 
allow me; to put them on the record, from the year book, 

MR. ABLETT: £11 right, 

MR. O'DONNELL: I have the Canada Year Book 
for 1947; and at page 460, I take the first year shown 
there for lead. The price of lead as shown there if 
worked out -- and the computation, I had my learned 
friend Mr. Evans make that, with his slide rule -- that 
price of lead, in 1936, was 3.92¢ a pound. In 1939, 
it was 3.6¢ a pound; in 1941, it was 3.37¢ a pound; 
and in 1948 it jumped six times that; it had jumped 
up to 183¢ a pound, as shown in the brief, 

MR. ABLETT: What was it in 1928? 

MR. O'DONNELL: The Year Book only goes to 
1936. In 1936 it was 3.92¢ a pound. 

The details concerning copper are shown at 
page 457 of the same Year Book, In 1936, the price 
of copper was about 9.4¢ a pound. In 1941, it was 
about 10¢; in 1948,it was 23.5¢. Then, it dropped 
again, as is shown in the brief. 

The price of gine will be found at page 
463, In 1936,it was about 3.315¢; in 1946, it was about 
8.72¢, as shown in the brief: and, in 1948, it was 
17.5¢. 

These increases, I think, we can agree, are 
many, many more times the amount of the freight rate 
increase last year. In other words, the price of the 
products you refer to there have been multiplied many 
times more than the relatively small freight increase of 


hog a ton, which you refer to, at page 3, as being the 
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amount of the increase on the $6 rate. That is correct, 
is it not? 

MR. BRAZIER: The freight rate paid has gone 
up more than that, The price has gone up twice. 

THE WITNESS: Take the figure of $6 ore, and 
while we are quite willing to have you quote these figures 
on the three base metals, 1936-37, other conditions should 
also be brought into the discussion. 

It should be pointed out that during the period, 
let us say, from 1933 to 1937, the cost of production of. 
base metals in British Columbia was at the lowest 
possible level. In fact, one copper mine in this pro- 
vince received a citation for its ability to keep its 
mine going when the price of copper had practically 
disappeared. The price of copper at the present time 
is 16¢. I am advised that it has fallen since this 
brief was prepared. 

MR. O'DONKELL: Q. You mean that it varies 
from day to day? 

Ae It has varied recently from day to day. he 


price of copper is 16¢ right now. 


(Page 3238 follows) 
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MR. O'DONNELL: Q. I am just asking -- 

A You take a figure of $6 ore, Mr. O'Donnell. While 
we are quite willing to have you quote these figures on 
three base metals, and to take the years 1936, 1937, and so 
on, other conditions which affect it should also be brought 
into the discussion. It should be pointed out that during 
the period - let us say from 1933 to 1937 - the cost of 
production of base metals in British Columbia was at the 
lowest possible level. 

Q That Ls right. 

A In fact, one copper mine in this province received 
a citation for its ability to keep its mine going when the 
price of copper was at about - well, it had practically 
disappeared. The price of copper at the present time is 16 
cents. It has fallen since our brief was presented, 

Q It varies from day to day? 

A Well, it has varied recently from day to day. The 
price of copper is 16 cents now, and I believe I am quali- 
fied to say to you at 16 cents it is very difficult for 
even a large copper mine under present labour conditions, 
and high cost of equipment and so on, to make any money at 
all. 

Q The railways have the same trouble. 

A I agree that probably is the case, but to take the 
price at 1936 or thereabouts and to say this was the price 
of the metal, and then to say in 1948 the price was 234 
cents I think only gives about half of that picture. 

Q I am quite content to take the whole picture and 
have the record show it. I merely pointed out two or three 


years without any intention to try to show a picture. I am 
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quite willing to have the entire record as far back as you 
dike to go on that, 

A Then I would merely like to Suggest if that were 
to be introduced we should go back at least through the 
depression period back to the price period before, I was 
not inferring, of course, there was any intent on your 
part. 

Q I am sure you were not. 

A I think to get the whole picture we should take 
all those prices, 

Q I gave the reference to the page and the Commis- 
Sion will see the whole picture set out there, It is page 
47, This issue only goes back to 1936 but I would not have 
any objection to you going back as far as you wish to gO. 

I say that in the early days, when the arrangement was 
made between the railways and the industry, the escalator 
Clause referred to in the brief was of great assistance 
to the industry? 

A I would say it might have been of great assist- 
ance to some mines in the industry. 

a) heaveriti-at® that’ 
A We cannot assume it would be of great assistance 
to a very high grade, small tonnage operation. 

Q The arrangement was made in the interests of the 
mining industry as such? 

A Well, I camnot concede that but I hope it was. 

Q You do not think those very astute business 
gentlemen who run the mines would have allowed those rates 
to prevail through the years if they felt they could have 


been changed, or some other more favourable arrangement 


made, do you? 
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A No, I do not mean that, Perhaps they wanted the 
railway service pretty badly. 

Q That may be but all I am pointing out is the con- 
tract between the industry and the railways contained this 
escalator clause. In the early days that was favourable 
to the mines, and it may have been to the railways as well, 
but the railways at all times have got a much lower return 
and rate than they would be entitled to under a just and 
reasonable rate as fixed by the Board, a class rate. The 
industry has had commodity rates which are considerably 
below class rates? 

A Would you say the reason the industry perhaps had 
had a favoured rate was because of the tremendous tonnage 
which is moved? 

Q That may be one reason, but on the other hand I 
put it to you this way. The railways were virtually saying 
to the industry, "If and when you get a better price for 
your product then you will pay us a more reasonable price 
for the freight, but in the meantime we will go along with 
you and try to build up the industry, and we will take 
less than we are entitled to get." Isn't that what the 
arrangement was? 

MR. BRAZIER: That is hardly a fair question to 
put to this witness, 

THE WITNESS: I don't think I would care to answer 
that, 

MR. O'DONNELL: You don't think you would care to 
answer, 

MR, COVERT: Perhaps Mr. Ablett can. 


MR. ABLETT: The margin between the maximum full 
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rates and the rates contained in the tariffs in question, 
when you sell $100 ore, are practically at the 7th class 
rate, and it is only a matter of a cent or two difference, 
So you have not been giving much of a concession when it 
comes to that, and if you g0 over $100 ore you add 20 per 
cent for every $50 taking it above the class rate unless 
the mine releases it to $100 a ton and takes -- 

MR. O'DONNELL: This $6 rate you refer to on 
page 3 -- 

MR. ABLETT: When you Speak about these low rates 
they have not been so low on $100 ore, 

MR. O'DONNELL: Everything being relative I will 
agree with you there, but this rate of $6 on page 3, what 
ore is carried under that? That certainly is ore that 
is worth $100 or more a ton? 

MR, ABLETT: Which is that? 

MR. O'DONNELL: I don't know what it £8\-° You pay 
a $6 rate, 

MR. ABLETT, I haven't got any tariffs with me 
here, 

MR. O'DONNELL: TI have got the tariff with me, and 
as I read it the rate of $6 would certainly be carrying ore 
that had a valuation of about $100 a’ ton. 

MR. BRAZIER: What distance? 

MR. ABLETT: What distance? It all depends,.- 

MR. O'DONNELL: Here is one from Chu-chua to 
Sapperton. TT don't know how many miles that is. 

MR. ABLETT: I know where that is. 

MR. O'DONNELL: Valuation per ton not exceeding 
$100. There is a rate there of $7.10. I ask you what ore that 
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rate would be, the $6 rate? 

MR. ABLETT: You can back it up about half of that 
distance. 

MR. O'DONNELL: The 21 per cent increase on that 
you Say amounts to 40 cents a ton. That is right? 

MR. ABLETT: Yes, 

MR. O'DONNELL: And 40 cents a ton on a product 

that is selling today for in excess of $100 a ton? 

COMMISSIONER INNIS: Can we have it clearly in 
mind whether you are thinking of concentrates or of ores? 
Are we talking entirely of ores? 

MR. ABLETT: And concentrates, 

COMMISSIONER INNIS: And concentrates, or just con- 
centrates? 

MR. ABLETT: They are contained in the Same tariff, 
Etvis Strictly confined to that, not the finished product. 

COMMISSIONER INNIS: It makes a difference whether 
you are shipping from a mine which is not near a smelter, 
It makes a difference whether you are talking about con- 
centrates or ore, 

MR. ABLETT: The concentrate is generally made at 
the mine, 

COMMISSIONER INNTS: I see what you mean. Have 
yOu no mines without mills? 

THE WITNESS: Yes, we ship both raw ore and con- 
-entrates, 

COMMISSIONER INNIS: Q@. That is what I wanted to 
lake certain about, to what extent there was any raw ore in 
his? 


A We do not endeavour to separate the raw ores from 
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the concentrates, 

Q That is not very important? 

Because there is a considerable Shipment of raw 
ore from the smaller mines, and most of the larger ones 
shipping bigger tonnages, of course, have their own con- 
centrating plants and Ship concentrate directly to the 
smelter, but it is important to the extent that in British 
Columbia in particular there are a great number of smaller 
mines. Some of the larger mines started out by shipping 
Ores. in fact, it is quite a common occurrence here, and 
therefore anything which tends to discourage the shipment 
of ores from small properties automatically tends to dis- 
courage the mining industry and affects both the industry 
and the railroads materially. 

Q Are you inclined to stress the position of these 
Smali properties which have no mills or are you thinking 
more of the -- 

A We do not endeavour to Separate them. We thought 
the problem was the same to both of them. They are both 
running into the problem of freight charges. Our main 
principle here is Simply that we have a Sliding scale of 
freight rates here and then we have a el per cent increase 
put on the top. There are some important small mines here 
Minine narrow, broken veins, and the costs of those mines 
are very high, but because of the high grade nature of the 
Ore they are able to Ship, and it is an undue penalty to 
turn around and put a 21 per cent surcharge, as you might 
Say, on their freight charge which is already on a sliding 
Scale, 


MR, O'DONNELL: Q. Mr. Mitchell, what it gets 
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down to is this, that you made a bargain with the railways 
many years ago and under it they have carried your ore and 
concentrate for many years, with the escalator clause in 
it, but what has happened in the last two years, when the 
price of ore went up very considerably, has caused you to 
indicate you would like to change the contract at this 
time? Isn't that what it amounts to? 

A I would say no, Mr. O'Donnell to that. If I may 
go on, I would say it was possible during certain pre-war 
periods at much lower prices for our mines to make consider- 
ably more money, or at least to make some money, where now 
under current high operating costs, regardless of the 
present level of prices, the mines are not able to make any 
Substantial amounts. 

Q On page 3 of your brief you state that the 21 per 
cent increase makes difference of 40 cents a ton, and 40 
cents a ton on the product which offhand I would estimate 
NaS a value, if it is ore or concentrate, of something in 
the neighbourhood of $100 or more a ton, you think <- 

MR. ABLETT: It all depends on the tariff, 

MR. O'DONNELL: I am looking at the page I read a 
Minute ago. Chu-chua to Sapperton, B.C., valuation per ton 
lot exceeding $100. rate 2,000 pounds $7.10. I asked you 
Ihat ore that would be so I could try to correlate the 
rice but you did not remember offhamd. At the bottom of 
he page you refer to one C.P.R. tariff and you say the 
nereases in many cases were more than $2 a ton. Now, 
Ouldn't the increase in the price of the ore have been 
any many times $2 a ton? 


THE WITNESS: I don't know now, Mr. O'Donnell. 
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We are stressing the point that the increase was $2 a ton, 
You must take into consideration some mining practice here, 
As costs go up it becomes necessary for the mining operation 
in order to keep going to mine higher grade ore than perhaps 
good mining practice would indicate is advisable, We have 
found that the case, as I am sure you know, with regard to 
gold mines now. There was a rapid increase in the base 
metal prices with which we are now dealing, but it was of a 
very very temporary nature. The net result of that hag 
been that a large number of mines have either increased 
their capacity, or have put in new plants, new installa- 
tions, in the last short while, and are now confronted 
with a precipitous price drop. I might point out that the 
price is falling far faster than it went up, and still we 
have not got a parallel reduction in our costs, 
MR. O'DONNELL: Q. It can Still drop quite a 

bit before it gets back to the 1939 price? 

A Well, if it gets back to the 1939 -- 

Q Or 1936 price? 


A If it gets back to that we won't have a mining 


industry. 
Q And we won't have any freight to carry? 
A Yes, 


Q And that was the basis of the original contract 
with the industry. The railways said, "We will go along with 
you as long as you are getting a low return. We will take 
@ lot less than our normal rate but as and when the price of 
your product goes up then the freight rate will go up 
‘ecordingly, or will go up in a directly proportionate man- 


ier, but go up some." Isn't that the arrangement? 
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MR. ABLETT: TI think the contracts originally 
made in that regard were not looking so much at the E., & 
M. J. prices, the Engineering and Mining Journal prices, 
as they were looking at what the man was finding in the 
ground. If he struck it lucky they would share with him, 
MR. O'DONNELL: Are they not entitled to continue 
to share with him? 
MR. ABLETT: I woulda dispute that. It should be 
modified, I think. 
MR.O'DONNELL: For instance, copper in 193A was 
nearly four cents, in 1939 was 34 cents, Copper in 1948 
Was 23 Gents, If We take it at 6 cents it was $120 a ton 
you were getting for your copper, and at 23 cents you are 
getting $460 a ton. The freight rate goes up about 40 cents, 
the 21 per cent increase and any other increases, $2.40, and 
your product has gone up three times, four times, when it 
Was. You would like to have the escalator clause taken 
out now. Is that the proposal? 
THE WITNESS: I think perhaps, Mr, O'Donnell, we 
Will say we would like to have the escalator clause modi- 
fled because we feel that on high grade mines it imposes a 
rather heavy rate, and we find most of our high grade mines 
are small ‘ones, but I still must register the point that 
you have referred to a 233 cent price for copper, The 234 
cent price for copper was of all too Short duration as far 
as the mining industry is concerned. We are now confronted 
with a 16 cent price for copper, and with costs which have 
“nore than doubled in the period under consideration, 
MR. O'DONNELL: At the 16 cents you are getting 


‘ow -- the figure you gave for copper on page 1 of your 
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brief was 17 -- that is $320 a ton, and before the war you 
were getting approximately 6 cents, 4 cents, 

MR. ABLETT: I will venture right here to correct 
your impression. I will venture to state, without much fear 
of contradiction, that there was not a pound of concentrate 
copper ore being shipped in 1936 in this province because 
the mines were shut down, when copper was that price, as 
far as real shipments were concerned, so don't assume, We 
must not assume, 

MR. O'DONNELL: I am not assuming at all, I am 
taking the Canada Year Book figures, and I asked you as to 
the prices, and I am quite willing to take the prices you 
give yourselves here, and rely on those, Copper at 16 
cents a pound is $320 a ton. 

THE WITNESS: Permit me to correct you there, 
Copper at 16 cents a pound is $320 a ton. That is quite 
correct, but when a mine is mining 2 per cent copper at 16 
cents a pound, and Shipping to a concentrator and then to a 
Smelter, it does not follow that the smelter pays the mine 
16 cents a pound. The 16 cents a pound figure, which is 
quoted here, as the price of copper, is the Engineering 
and Mining Journal's regular figure, which is not what the 
smelter's settlement figure is. There is quite a differ- 
ene? in the money involved on that, and I think we should 
have that point in mind. 

MR. O'DONNELL: Q. I am only going by what you 
Say in the brief. I don't know any of the refinements you 
mention. I just took your figures in the brief. It struck 
nme on the basis you set it up there somebody is getting 
$320 a ton for copper whereas previously on the 6 cent 


Yasis they got $120 a ton, or in 1939 about $60 a ton, and 
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the price of copper having gone up as it has, the value of 
the ton being about $200, your freight is up maybe $3 or 
$4e 

A lam afraid I am not making myself clear. I must 
apologize, 

Q Maybe it is my fault. 

A To get 2 per cent copper to a smelter does not 
mean you get $320, or whatever the figure is, for every ton 
of material you ship. You must remember the content of the 
material. If it is concentrated it is only concentrated 
in a ratio of whatever the metallurgy of the ore will permit. 
If it is raw ore it would be impossible, but if you can ship 
@ per cent raw ore to a smalter you would have to ship 50 
tons of 2 per cent ore. 

Q Is there a smelter at Sapperton? 

A There is no smelter right now treating copper in 
the province of British Columbia. We have to move copper 
to Tacoma or Washington or Montana. 

Q Do you know what moves from Hope to Sapperton 
in British Columbia? 

A I would say possibly materials off the Kettle 
Valley line move down to Sapperton. I think the railroads 
would have to answer what they have there. 

Q I just happened to pick that. That is tariff 
item No. 1615, C.F.C. W 1962, and from Hope to Sapperton, 
when the valuation per ton does not exceed $50 the rate was 
$1.75, and when it did not exceed $100 it was $2.45, In 
that tariff the freight is relatively low? 

A Yes. 

Q It is about one-fiftieth part of the valuation of 


the ore, 
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MR. BRAZIER: Is that a C.N.R. rate? 

MR. O'DONNELL: Yes, 

THE WITNESS: I don't know how much would be 
moving around there, but I am quite willing to accept that 
point about rates if you are willing to concede the point 
we are not shipping 100 per cent copper but rather an 
entirely different product. 

MR. O'DONNELL: I was wondering why you wanted to 


change the contract, That is all, Thank you very much, 


CROSS-EXAMINATION BY MR, EVANS 
Q I have one or two questions, There seems no 
doubt, Mr. Mitchell, that the arrangement with regard to the 
escalator scale of rates was a matter of agreement? 
A LI think that is 86. 
Q And it is equally clear that it is a principle 
that has been followed in the United States? 
A Yes, I bélieve that, too. 
Q Have you asked the railways for a change in that? 
A To my knowledge and in my time in British Columbia 
I have not heard of a direct approach, 
Q How about Mp. ablett? 
MR. ABLETT: Not to my knowledge. 
MR. EVANS: I was wondering if you had asked the 
Board to consider ordering a change in that rate? 
MR, ABLETT: Pardon? 
MR. EVANS: Have you asked the Board of Transport 
Commissioners to make a change? 
MR. ABLETT: I think the first move would be 


-Pather through the railways rather than to go to the Board, 
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MR. EVANS: I was wondering if it would not have 
been the fair thing to do to go and tell them your troubles? 
Do you think perhaps it would be? 

MR. ABLETT: I don't know. This is something to 
do with the whole industry in the province. When you go 
into the railways you have to S0 in as a shipper, and this 
is embracing all Shippers, 

EVANS: We embrace all Shippers, too. 

MR. ABLETT: Yes, and you do not deal with asso- 
eclations when you are going to set a rate, 

MR. EVANS: There is one other point. You refer 
to the fact that in the United States the Interstate Commerce 
Commission established a maximum of 30 cents a ton in 1948 
under Ex Parte 162, 

MR. ABLETT: Ex Parte 162. 

MR. EVANS: I suggest to you there was an increase 
of 10 per cent in 1938 with no maximum? 

MAS ABLETTs Yes: 

MR. EVANS: Of 20 per cent on January 1, 1947, 
with no maximum? 

MR. ABLETT: That is true, 

MR. EVANS: And 4 per cent on January 11, 1949, with 
no maximum? 

MR. ABLETT: January 11 of 1949? 

MR. EVANS: Yes. That is Ex Parte 168. 

MR. ABLETT: 166 -- I wasn't aware of that last 
one. 

MR. EVANS: Three out of four have no maximum? 

MR. ABLETT: By the way, Mr. Evans, do these ex 


| parte orders apply on top of 162 which has a maximum 
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and keeps it on a level keel? 

MR. EVANS: Oh, no, 

MR. ABLETT: You mean they say they apply upwards? 

MR, EVANS: They were percentage increases in the 
existing rates, and there waS a maximum placed only in one 
of those four cases on the new increases, What I suggest 
to you is that these increases were Superimposed also on a 
Scale of rates based on an escalator clause which is what 
you are complaining about here? 

MR. ABLETT: Yes, and I believe they are complain- 
ing over there, 


MR. EVANS: Are they really? Thank you. 


EXAMINATION by MR. COVERT 
Q Mr, Mitchell, there is one thing I would like to 
Clarify a bit, and that is the effect of how this increase 
in the assay of the Oley onlt tact intore higher bracket. I 
think that is Piedn, Len’t).1t? 


A Tes 
Q Can you give us an example of how that works? 
A If you are mining ore, let us Say, in a comparative 


ly large mine the Seneral experience, unless you are very 
fortunate, is that your ore body in these days is perhaps a 
little better than marginal, You can make a little money on 
it. If you are confronted with increased mining costs why 
then you are faced with a position whereby either you must 
delimit your ore body and say, "This part over here is 

forth twice as much as this part over here and therefore we 
‘ill mind the higher grade to break even or make a little 


~vYofit and keep the mine running or we will close down." 
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Your trend then is to mine the higher grade ore, That 
higher grade ore is shipped to the smelter as a concentrate 
or aS raw ore -- it doesn't matter -- and it is assayed 
there by the smelter, We are charged freight rates which 
are based on that smelter return, in other words, on the 
report from the smelter as to the metal content of that ore 
or concentrate, 

Q Perhaps you can give me an example of just how 
that would affect the particular rate. For instance, 
Suppose previously your ore assayed at so much a ton, and 
then you follow the procedure you have outlined here, and 
we will say it assays at a higher rate per ton. How does 
that take you out of one valuation into another? Can you 
Give me an example with figures? 

A Suppose you had an ore that you were Shipping to 
the smelter that was worth $5 a ton, that is, the smelter 
told you it was worth $5 a ton. 

Q Yes. 

A And the price of your metal went up. Then that 
Ore, similar ore shipped to the smelter, would net you 2a 
Smelter return of the original price plus the increment of 
the rise in the value of the metal. 

Q Yes 

A On the other hand, you can change you assay return 
without the price of the metal going up. You can change 
that without the price of the metal going up by mining ore 
of a higher grade from your mine. As I pointed out before 
@conomic circumstances may dictate the necessity of leaving 

| behind low grade and marginal material, and when you ship 


| your higher grade ore to the mine your assay return will 
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Show that, instead of being 2 per cent cOpper, you are 
Shipping 4+ per cent copper to the Smelter. Naturally the 
value of it is going to be doubled per ton. 

Q So if your assay goes up and the price of your 
product goes un it brings it into a different bracket for 
freight rates? 

A Either one can, 

Q Either one can do it, and if both apply? 

A When both apply you have got a pyramid there, 

COMMISSIONER INNIS: 

Q I was going to ask a question in the same connec- 
tion. As between different Smelters, if the price goes UD, 
is it possible to shift your terminal from one smelter to 
another because of the distance? Does that factor enter 
into it? 

A I wouldn't care to say. That is a point that 
rests with the shipper. In most cases distance and the 
Willingness of a smelter to accept are two important fact- 
ors. Duri ° She last while there was a question of whether 
a mine located in southern British Columbia should ship to 
a smelter close at hand or Ship to East St. Louis. 


Q 


v 


If prices went up or prices went down, presumably 
you woulc ship to the B. C. smelter? 

A I think in ninety-nine cases out of every hundred 
at least we would ship to the B. C. smelter because the mines 
which are shinping to the principal smelter in B.C. have 
always had fair treatment, good treatment, and there is 
the qvestio. .. ~eereeing assays, and a lot of things 
like that, 


Q I am thinking only of price. If the price went up 
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a Substantial amount you sould possibly send it to St. Louis? 
A You mean if the generally prevailing price went up? 
Q Yes, 

A You could Shi pt there, yes, 

MR. COVERT: Q. Then it is when you have a flat 
percentage increase come along that it makes what you say 
is another pyramid because that pyramids on the additional 
price and the increaseqg assay? 

A That is correct, That merely increases our prob- 
lem, 

Q This is the kind of rate that you would wish 
really on the basis of what the traffic will bear, or value 
or service as distinguished from cost of service? 

A Yes, within limits. It has already been pointed 
out that perhaps the original rate was possibly arrived at 
by agreement with the mines, but we need railway Service, 
and the railways need the mines. Mining happens to provide-- 
I believe I am correct in saying this-- the largest single 
freight traffic in Canada. We are also acutely aware we 


have to have railway service, 


Page 3256 follows 


' 
: ) : > 
7 J = % th 
~~ 


Lieto ay ; eae | 


et. He Bo o2 Dees he Bie ces 1 nibon uae sauome pie 151250 
| ia alt a ‘dean it: a ve 
“eet eae 

ss) laa $f, ohh biwoe pox. oh 

deft 2) Ge eee anew et ‘ot ‘gartt 2. (88800 a 7 
¢Ee sont | SaIe eonam af devise esl, a) ea aesoraat: ogea 1 
gan tbe OSS ahke gh ee teri pana oad prnerVva wansonell 
See 808. ppnastume ee 


we Se eneenit faes ae BELL ie prey, 1 sont A 


3 
dake bilwae #oy, cold ery 46 Kustet aad at ett PP 


‘ey ae aad: Lidar OLS TRe: BES seete So wena nite Ho tls 
sewrge to 2600 moht 2 pate LugateeeR Ba oiqaam 
haerle aah Jf sated leit oa: hot as 


vfdbgeoquedw tat Sackaiee wee aganeq send 


gouiv'tas ase Lot eam 8 ed aaa Be ao asi Tnemay ‘f J 

lite putt ape, « mneeedy oid Barat ongawd tat ote 

Saar! i St JuBtAg nal yas ns ddearos ms t ovo th fr 
ay Sobre Release e+e) o te |) N abuse. sf. oka tess | uf i 


eIOETGSR yeuLisy arin aa 


- 3256 - Mr. Mitchell 


Q. You go this far, I take it, that the pricesor 
the product may go up three or four times; but yamay 
still be losing money? 

ue If it went up three or four times, I would not 
Say we were losing money on some of the major operations, 
or some of the smaller ones. But although the price has 
gone up five times since 1936, some of the major mines 
in this province are just getting by, and no more than that. 

Q. You started to tell us about the mine which was 
awarded a certificate. Were you going to say what had 
happened to that mine today? 

A. The mine which was awarded a certificate of 
recognition of its achievement by keeping going during the 
depression had stockpiled the majority of its ore, and, 
by making great sacrifices, and by the mine employees 
making considerable sacrifices in he way of wages, that 
mine was able to keep its doors open and provide some work. 
But that same mine today, with copper at a price of 16¢, 
is, perhaps, getting by with a very small profit, and 
Bese Of 4a profit thatn it should be earning. 

Q. So you say that this escalator clause may have 
been a bad bargain? 

A. If we accept that it was an important con- 
tributing factor in the opening up of the mine in British 
Columbia, I would say it was worth while. 

Q. Is your chief objection here, perhaps, that 
a flat percentage increase, in a case where there is an 
escalator clause which does give the railway more money 
on the basis of the value of your product and the assay 


of your product, even though the industry might not be 
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making more money itself? 

A. I would say yes; with the miedaPication and the 
wide belief that even the escalator clause, in the light 
of present conditions, at least, we should have an 
opportunity of presenting arguments for its modification, 
Definitely we are opposed to the application of a 21% 
rate increase which hits very hard at high brackets. 

Q. i see; or any flat percentage increase; but 
is it the principle of the flat percentage increase, or is 
it the amount? 

A. Both, I would say. 

Q. Both; I see. Then, this arrangement is not 
peculiar to British Columbia, is it, in Canada? 

A. Not to my knowledge. I would have to leave 
that one to Mr. Ablett. I do not know. 

MR.ABLETT: They have the same system in the 
United States. 

MR. COVERT: What about the other parts of 
Canada? 

MR. ABLETT: I could not say as to that. 

MR. COVERT: Q,Has this affected you from the 
point of view of competition at all? 

A. You mean, from competition with the railways? 

Q. No. Competition with other producers? 

A. I would say that when the metal prices reached 
@ point where a large mine cannot operate, then competition 
is not a particularly great factor. Its markets should 
determine, more than anything else, whether or not the 
mine can operate profitably. We produce but a small 
Proportion of the world's metals, yet we sell to all the 


world, you see, 
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se I think you mentioned at the top of page 4 of 
your brief: 

"The mines of the province of British Columbia 
appear to be paying a greater share of transportation 
charges than is just and reasonable, compared to 
what other shippers are paying. For example, 
sitomohiles »....." 

I presume from the examination by counsel for 
the railways, that you got your low rate when your 
industry was starting; and now you are beginning to pay 
for that low rate? 

Ag I do not necessarily agree with that. 

Q. Your point is that the automobile may have 
doubled in value? 

Q. But the ore has trebled and quadrupled? 

A. There has not been a compelling freight 
penalty on this double value for an automobile. 

Q. That would depend on the kind of contract, 
would it not? 

MR. ABLETT: At that rate, an automobile should 
be around $12 a hundred instead of $6 or $7. Applying 
the same principle to the Shipment of automobiles as 
has been applied here. Let us say the automobile 
between 1939 and 1949 was double the sales price. The 
rate was $5.10, I think, from eastern Canada to the west. 
I say that Subject to correction. And the rate would 
be? 

MR. O'DONNELL: $10.20 plus 21%. 

MR. ABLETT: Yes, $10.20 plus 21%, which would 


bring it up somewhere around $12. 
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MR. O'DONNELL: Q. But they did nothave the 
benefit of the low bracket for the term of years that you 
did? 

A. We still think that we were contributory in 
building up the traffic. 
Q. We each might differe 

MR. COVERT: Q. Could you file with the 
Commission the tonnage production for the past twenty 
years, and the approximate value of your product for the 
Same period; and the approximate freight rates paid, and, 
in terms of tonnage, the outlet for your products? 


As Approximately the freight rate, and what else? 


Q. In terms of tonnage, the outlets for your 
products? 
A. Yes; I do not think we would have too much 


difficulty in obtaining that information, 

Q. You say, at one stage, that you paid a very 
high percentage. Perhaps you did not use the actual 
figures, but I think that information would be of interest. 

COMMISSIONER ANGUS: Q.Just one word about the 
final paragraph of your brief. This Commission is 
concerned with general principles. It would be very. 
useful to have your submission, But If you are asking 
for any specific change in the 21% increase, then you 
Should deal directly with the railways, or with the Board 
of Transport Commissioners, and not with us. 

A. The idea there, Mr. Chairman, -- that last 
Paragraph incorporated an apology to yourself and to 
your Commission in that, due to circumstances over which 
we had no control, we were somewhat date in getting our 
brief submitted; and we merely hoped that you would 


recognize our brief. 
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Q. It was the mention of the Board of Transport 
Commissioners which drew my attention, Thank you vey 
much, 

MR. O'DONNELL: Q. ‘Tadanac is the only smelter 
in British Columbia, is it not, Mr. Mitchell? 

Ai At the present time it is the only smelter in 
British Columbia. And as a consequence, we have some 
small smelters, so-called, here in town; but they do 
not treat any great tonnage. 

Q. For the convenience of the Commission I wanted 
to indicate that. 

MR. BRAZIER: Is that the Department of Mines 
report? 

MR. O'DONNELL: Have you got one? It would be 
handy. It is Exhibit 36; and at page DD 26, under the 
general heading of "Mining", details are given ag to 
the value of mining activity in British Columbia, in the 
years 1986 and 1947, with a preliminary estimate for 
1948, And it gives the total value of mining pro- 
duction as being, in 1946, $71,807,951; in 1947, 
$113,221,254; and the 1948 estimate is $150,000,000, 

And those three breakdowns have copper, lead and zinc, 
particularly, the three metals which are mentioned in the 
brief. Now, if the reporter would be good enough to 
incorporate them in the record, without my having to 


read them all, it might be of interest. 
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Sees Mr. Mitchell 


Table 1 == Economic Activity in British Columbia, 
1946 and 1947, with Preliminary Estimates 
for 1948 


ener OD eSpace esta criti rcp ite ask 


Unit or 1948 
Base Preliminary 1947 1946 
Period Estimates 
Mining - 
Total value of 
production $ 150,000,000 113,221,254 71,807,95 
Gold production Fine oz. beds 249.013 134,74 
Silver production § Sune 4,109,538 5, 324,95 
Copper production $ ea: 8,519,741 2,240,07 
Lead production $ aoe 41,884,977 23,489, 33 
Zine produetion $ asses 30,147,039 21,143,08 
Coal production long ton sees 1,717,476 1,463,64 


MR. EVANS: Q. That $150,000,000 preliminary 

estimate for 1948 production, when divided into 
$o3 miadion of freight rates would be about 1 3/4%? 

Ae I would just have to question you, I think, 
a little bit there; or, at least, if you would permit 
me to correct you, The freight charges on the items 
referred to in 1947 and 1948, were copper, lead, and 
zinc, If you will check your other figures you will 
find your $150,000,000 figure for the one year was all 
mineral production in British Columbia, and not necessarily 
metal, And, if it did include metals, then it included 
Sold, silver, and other metals as well. 


MR. O'DONNELL: That is right. 
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A MR. EVANS: Q. What was the value, in 1948, 
of those items for which you protest the freight rate 
of $2,004,000? 

Ay I would have to get that for you, We inoor- 
porated them for two years, But, at the last minute, I 
got the freight for the one year, BO 1 just put it 44 
there, 

Q. It would probably not be above the order of 
21/2 per cent? 

A. I would not care to make a statement 
on that at all until I had seen the figures. 

MR. O'DONNELL: Again, for the record, I 
refer to an extract from page 5 of Exhibit 36, which 
reads as follows: 

Hine the primary industries -- forestry, 
agriculture, mining, and fishing -- substantial 
gains in production have occurred. Higher prices 
have contributed in some measure to the increase 
in dollar values, but actual production has 
increased, particularly in forestry and mining." 

And again, in the Annual Report of the Minister of 
Mines, for the year ending December 31, 1947, at 
page A-60, we find this: 

"The total value for principal metals, 
minor metals, and sulphur, was nearly $98,000,000, 
a figure much greater than the comparable one 
for any preceding year." 

Q. Over the last few years, the industry has 
prospered and made money, has it not? 


A. A section of it has, yes. 
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Q. Taking in copper and lead mines in particular? 
A. Most of them. 

MR. O"DONMELL: Thank you very much, 

THE CHAIRMAN: Are there any other briefs? 

MR. COVERT: No, Mr. Chairman, that was the 
final brief; 

MR. BRAZIER: Mr. Chairman, there are just one 
or two matters I would like to bring to the attention of 
the Commission before you adjourn. 

In the first place, a question was raised, 

I think, by Mr, O'Donnel,, in regard to the brief of 
the Vancouver Board of Trade, and he questioned as to 
whether or not the wages of some railway employees meant 
the rate of wages or the total wages. I am now advised 
that it was taken from the index number of rates of 
wages in various occupations of Canada. Therefore it 
is an index number of rates of pay and not the total 
amount of the wages. . 

The second matter is one which I have mentiaqned 
to Mr. Covert, and I would just like to have this on 
the record. In view of the fact that we have heard sa 
much about the postcards to the Board of Transport 
Commissioners, let me say that I have had handed to me 
some correspondence which took place between an associa- 
tion which was actually complaining about the freight 
rates, and there is included the replies which they 
received from the Board. 

With your permission, Mr. Chairmag, I would 
Just like to read the telegram and letter to the 
Commission, and the two letters received back from 


them, to show what actually has happened, in actual fact,* 
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in a specific case, 

This telegram was dated the 17th of March of 
this year, and was signed by the Canned Foods Assoetation 
of British Columbia, and was sent to the Board of 
Transport Commissioners at Ottawa. It reads as follows: 

"Vancouver, B.C.,March 17,1949 

Board of Transport Commissioners, 

Ottawa, Ontario. 

"We request that your Board suspend item twenty- 

three twenty dash C to supplement number 

one hundred forty-six C.P. tariff one sixty C 

effective April first nineteen forty nine which 

covers shipments of sugar tailings from coast to 
interior points stop Increases since April 
eighth nineteen forty-eight to Kelowna now 
total thirty-seven cents or eighty-three per 
cent over old rate stop This new increase if. 
permitted will very seriously affect the coost 
of canned fruit packed in this province which 
will reflect itself in the already high cost 

of living stop Kindly advise your decision 

this regard, 

Canned Foods Association of 
British Columbia." 

The Canned Foods Association of British 
Columbia received in reply a letter dated March 19, 1949, 
Signed by the Secretary of the Board of Transport 


Commissioners, The letter reads as follows: 
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"I am directed to acknowledge receipt of 
your telegram of 17h instant wherein you request 
that the Board suspend Item 2320.¢ in Supplement 146 
of Canadian Pacific Tariff 0.7.c, W. 3890, ° 
which Item provides that the rates on sugar tailings 
to points in the Okanagan Valley will be cancelled 
effective April lst, 1949, 

"An examination of the said tariff indicates 
that the rates now ih effect were published and 
have always been published by the carriers to meet 
thotor truéek competition, 

"The Board has repeatedly held that it is 
within the discretion of the railways to meet 
competition or to withdraw therefrom, The 
Board's powers are necessarily limited to questions 
of unjust discrimination in regard to competitive 
rates and not as to the reasonableness of the 
rates. The Board hasalso held that it is not the 
privilege of the shipper to demand less than normal 
rates because of such competition unless the: rail- 
way in its own interest chooses to meet it. | 

"By the cancellation of the motor truck com- 
competitive rates at present in effect, the 
carriers indicate they no longer desire to meet 
Such competition. 

"Under these circumstances, the Board is 
unable to grant your application and it must be and 
is therefore denied." 

Subsequently, on the 23rd of March, 1949, after 

receiving that last letter, they again wrote to the 


Secretary, when they said: 
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"In reply to your letter of March LOVE 
would advise that we agree with you in that the 
rate on sugar tailings under Item 2320,0 in 
Supplement 146 of Canadian Pacific Tariff C.7.¢c. 
W.3890, is basically a truck compelled rate and 
that your Board does not have the authority to rule 
on any increases made thereon. 

"We do feel however that we are being unjustly 
discriminated against in view of the fact that 
canners in Eastern Canada, who I might add are 
flooding our market at the present time with canned 
goods, receive their sugar from Halifax or St. John 
at a rate much more favourable than that accorded 
the canners in the Interior of this Province. a} 
might also add that the Eastern rate is for refined 
sugar, not sugar tailings as is the case here and 
also that the mileage from Halifax to Toronto is 
869 miles whereas the mileage from Vancouver to 
Kelowna is only 567 miles. 

"Sugar is a major item in the manufacture of 
canned fruits and any increase, either in the price 
of the sugar or in the freight rates in getting tPac 
Sugar delivered to these interior points will put ; 
our interlor members in a worse competitive position 
than they are at the present time. 

"We are checking further on this matter and 
will write you within the course of the next few 
days." 

Several further letters were written and 

further information supplied to the Board. Then, 


finally, they recedved,on April 9, 1949, this letter 
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from the Secretary: 

"Referring to your letter of 28th ultimo 
wherein you allege that by reason of the publication 
of certain rates on sugar from Maritime Province 
points to destinations in Ontario and Quebec, undue 
discrimination occurs with respect to the movement 
of similar traffic from Vancouver to interior 
British Columbia points. 

"The Board has on many occasions in the past 
dealt with complaints of unjust discrimination and 
with the object of providing you with an under- 
standing of the Board's position with respect thereto 
the following are extracts from the Board's judg- 
ments," 

Then follow four extracts from various cases: 

"It is a matter of general knowledge that 
there are differences in the rates on the same 
traffic for similar distances in different parts 
of the country, and that this does not constitute 
unjust discrimination of the character forbidden 
by the Railway Act: 

PopeumersiaiagsoCo. vi Cabeds ei 3boC Ric 756 at. 757! 

"Difference in rates upon different parts of the 
Same railway does not necessarily constitute unjust 
discrimination: 

Dovindon SucareGoy VeaC. PERS, SY Con Cee7ige 

"Actual detriment due to a difference in tolls 
and resulting from competition in the same market 
is necessary to establish unjust discrimination: 
Empire Flour Mills v. M.C.R., 16 C.R.C. 425; 
Spanish River Pulp & Paper Mills v. C.P.R., 28 


eeneC, 1003" 
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"One criterion of unjust discrimination as 
between localities is whether the district alleged 
to be discriminated in favour of has profited at 
the expense of the locality against which it is 
alleged the discrimination has taken place: 
Winnipeg Board of Trade v. C.PiR., 36 C.R.C. 100; 


Estabrooks Ltd. v. GiFiA., 37 G.Rics 1343" 


And then the Board proceeds: 

"It is the Board's understanding that the rates 
from the Maritime Provinces referred to by you are now 
under review by the railways with the object of bring- 
ing them into line with existing competitfve con- 
ditions. There has been some delay in reviewing 
these and many other competitive rates which ware 
held frozen under the price ceiling of the Wartime 
Prices and Trade Board regulations, consequently, 
the Board would not be prepared on what is now before 
it to consider that such rates constitute unjust dis- 
crimination in the manner suggested by you or that 
they would furnish adequate grounds for the Board to 
Suspend Item 2320.C of Canadian Pacific Tariff C.T.C. 
W.3890, Supplement 146. What was stated in my letter 
of March 19th respecting such tariff provisions 
represents the Board's decision in that respect," 

That is a case that actually went before the 

Board. I am not commenting on it in any way, but it 
does show a situation that accuactually occurred. 

MR. EVANS: Mv learned friend may not be intending 

to comment on it, but I think he might, at least, give 
us the benefit of knowing why he objects to this pro- 
cedure. I would have thought that the clearest kind of 
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answer was given in the Board's decisions, and that they 
followed precedent, as it has always been laid down. 

So I cannot see the purpose of asking this Commission 

to consider it.At the time when this truck competitive 
rate was cancelled, the industry was informed that the 
removal of the mountain differential was going to result 
in lower rates than the truck competitive rates, and that 
was the fact. 

MR. O'DONNELL: They want everything cancelled! 

THE CHAIRMAN: Is there any further explanation 
on that? Now, before we adjourn, I want to malkke one 
statement. 

You will recall that at the hearing in. Victoria 
on June 23rd, counsel for the province of Alberitta, 
Speaking for himself as well as for counsel for the 
province of Manitoba and counsel for the province of 
Saskatchewan, gave his reasons for requesting an. ex- 
tension of time for filing the final brief or writtten 
Submission from August 6th until September 12th. 

Following this request by provine tet counsel y 
counsel for the Canadian Pacific Railway Company and 
counsel for the Canadian National Railways both spoke to® 
the question and said that they could not be ready with 
their final written submissions before October Ist. 

They also explained that in the event the Commission 
Saw fit to grant the provinces an extengion of the 

time until September 12th, it would be necessary for the 
Railways to have until October 12th for filing their 
final submissions. 

The Commissioners have had an opportunity of 


Considering these requests for extensions of time and have 
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reached a decision. In announcing this decision, we 
wish to make it quite clear that we are not disposed to 
consider any further requests for extensions of time and 
that the Commission is making no alteration to the 
announcement it has already made concerning the studies 
which its experts are making. We wish, therefore, 
to state that counsel for provincial governments who 
will be presenting their final submissions at the 
hearings to be held in Ottawa will have until Stepember 
lieth for filing of such final written submissions. 
Counsel for the Canadian Pacific Railway Company and 
the Canadian National Railways and the Railway 
Association of Canada will have until October 12th 
for the filing of their final written submissions. 
In making this decision, we also wish it to be elearly 
understood that at the time of filing of final written 
Submissions by counsel for provincial governments they 
Will also be expected to provide the necessary copies 
of such written submissions to counsel for both railways 
and the Railway Association of Canada. Similarly counsel 
for the Canadian Pacific Railway Company and the Canadian 
National Railways and the Railway Association of Canada 
will be expected to provide the provincial governments 
concerned with copies of their final submissions when 
these are filed with the Commission. Counsel for the 
provinces may, at their option, file written replies 
after receipt of the final written submissions of the 
railways. 

Before adjournment, I wish to thank the 

for the help 

Province of British Columbia/it hag given to this 
Commission during the sittings in this province. 


--- The Commission adjourned at 4.30 p.m. 
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THE CHAIRMAN: Very well, Mr. Covert. 
MR. COVERT: Mr. Chairman, the first item on 
today's agenda is a statement by the Premier of Nova scotia, 


Premier Macdonald. 


PREMIER ANGUS L. MACDONALD, Callea 


THE WITNESS: Mr. Chairman anar BeHDRERER of the 
Royal Commission: in this city at this time we have many 
visitors who have come here to join with the citizens of 
Halifax in celebrating the bi-centennial of the founding 
of the city. They are, as always is the case, welcome in 
our midst. You have come here for another purpose, a pur- 
pose that is intimately associated with the economic 
future of this province. For what you represent in your 
official capacities, and for what you are personally, we 
welcome you to Nova Scotia with special heartiness. We 
hope that what will be said here may be helpful to you 
in coming to conclusions for presentation to the Dominion 
Government. 

The matter of transportation in Canada is not a 
new field for study by Royal Commissions. Without 
exhausting the list, may I recall briefly to your minds 
that some twenty-three years ago the Duncan Commission on 
Maritime claims gave some consideration to this matter, 
and out of the Duncan Commission report came the Maritime 
Freight Rates Act. 

Then again in 1932 the Duff Royal Commission, 
headed by Sir Lyman Duff, inquired into the whole problem 


of transportation in Canada. 
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In Nova Seotia in 1934 the Jones Commission was 
appointed by the Government of Nova Scotia and gave a good 
deal of attention to transportation as it affects the 
economy of this province. 

nen. or course, the Board of Transport Commission- 
ers and its predecessor, the Board of Railway Commissioners, 
naturally have given much Study to transportation problems 
in Canada. 

Despite the work of all these royal commissions 
the transportation question in Canada is Still one that 
furnishes great controversy. This is not in any way to 
reflect upon the eLiorts: of the bodies which have dealt 
with it in the bast. On the contrary it is my conviction 
that matters might be in a much worse state than they are 
if it had not been for the researches of these commissions, 
and the action that followed thereon. We hope now that this 
Royal Commission, profiting by previous Studies, helped by 
the representations that will be made to it in alj parts 
of Canada, and Suided by the experience and the intellectual 
Powers of its members, will be more successful than former 
royal commissions. We pray that it may be a commission to 
end all commissions on this subject. 

Mr. Chairman, I do not intend to Speak in any 
detail this morning. The detailed case for Nova Scotia 
Will be presentea by others who have given much time and 
Study to the matters involved. I am impelled, however, to 
notice an argument that has been advanced by one of the 
Pallway companies that are parties to this discussion. 

P observe in the submission of the Canadian Pacific Rail- 


Way the statement that regulation of public utilities, 
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including railway utilities, is necessary. This is a 
Statement with which I think everyone will agree, The 
Submission then goes on to state that regulation must not 
be carried too far, and that above all the problem must not 
be allowed to become "hedged about with political contro- 
versy and subject to political Solutions." Then the 
Canadian Pacific Railway Submission, in paragraph 7 on 
page 2, makes what I consider to be an indirect attack on 
this Commission itself. The submission States that: 

"....Pegulation Should be performed by a tribunal 
administrative in character but wise and judicial 
pnesos decisions, free from the Stultifying effect 
of having its decisions Subject to review and 
appeal by a political tribunal," 

The brief goes on to say: 
ireeieedss ini the view of the Canadian Pacific, 

extremely important that heither parliament nor the 

Governor in Council Should provide the arenas in 

which questions primarily for the administrative 

tribunal are argued and disposed of," 

Mr. Chairman, as I read those statements 

in the Canadian Pacific submission, I am driven to the 
conclusion that the reference to. a political tribunal is 
intended to be a reference to this Commission which was 
@ppointed by the Governor in Council fonrtne request of 
Seven of the provinces of Canada. The administrative 
tribunal referred to is, I take it, the Board of Transport 
Commissioners. That is the tribunal which the Canadian 
Pacific Railway thinks should have the last word in the 


matter of railway regulation. I should like to record my 
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complete dissent from the view expressed by the GyPIRyY -TI 
shall refer now to some of the events that have led up to 
the appointment of this Royal Commission. 

On October 9, 1946, the Railway Association of 
Canada made application for a general increase in tolls and 
freight rates. 

The application was considered by the Board of 
Transport Commissioners for a year and a half and then on 
March 30, 1948, the Board made its decision allowing an 
increase of 21 per cent to the railway companies. On three 
days notice the increased rates went into effect in Spite 
of efforts by seven provinces of Canada to have the imposi- 
tion of these increased rates deferred for thirty days, 
during which the Judgment of the Board of Transport Com- 
missioners might be studied and during which, T0074 “the 
Provinces could decide which of several courses open to 
them under the Railway Act they might take. 

On April 26, 1948, the Premiers of seven provinces 
appeared before the Dominion Cabinet to protest against the 
Judgment of the Board. 

A further conference between the Premiers of the 
Provinces and the Dominion Cabinet was held on July 20, 
#948. At both of these hearings, the April 26 hearing ana 
the July 20 hearing, the provincial Premiers disagreed 
with the suggestion that the Board of Transport Commissioners 
for Canada should undertake a thorough investigation of the 
Pate structure of railways and railway companies. In their 
view no useful purpose would be served by a further inquiry 
by that Board, The provinces in April and in July set forth 


the view that the only satisfactory way in which the matter 
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could be studied was by the appointment of a Royal Com- 
mission. Finally, on September 27 and 28 of last year, 
the Premiers appeared a third time before the Dominion 
Cabinet. On this occasion representatives of the railways 
were also present and the Seven provinces formally argued 
an appeal from the decision of the Board of Transport Com- 
missioners, Shortly afterwards the Dominion Cabinet passed 
em Order in Council agreeing with much of the argument pre- 
viously advanced by the provinces ana directing the Board 
of Transport Commissioners to undertake further investiga- 
tion and study of certain complaints made by the provinces. 

Then on the 29th December last this Royal Commis- 
Slon was appointed to "review and report upon the effect, 
mimwany,cof any economic, geographic or other disadvantages 
under which certain sections of Canada find themselves in 
relation to the various transportation services therein", 
together with certain other specific tasks set out in the 
Order in Council appointing this Commission. 

That is the history of this matter, and let us 
See what would have happened had the view of the Canadian 
racific Railway, expressed in its Submission, prevailed. 
The decision of the Board of Transport Commissioners of 
March 30, 1948, would have stood unchanged with all its 
defects and weaknesses; defects and weaknesses, I may say, 
which have been recognized by the Government of Canada, 
Which have been pointed out repeatedly by the seven 
Provinces, and which in their fundamental aspects have 
never been defended adequately by the railway companies, 
That decision, wrong and defective as it was in many 


“espects, would have stood in order that this whole matter 
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of freight rates might not be "hedged about with political 
controversy nor be subject to political solutions", “ot 
think that iany one who understands much about political 
affairs will agree with me Ghatat: is highly desirable and 
necessary that there should be some means of correcting a 
decision of that kind. 

The suggestion of the Canadian Pacific Railway 
seems to be that matters of this sort should be dealt with 
by the Board of Transport Commissioners as a final tribunal. 
One of the criticisms offerecdiby this government and by 
the other provincial governments of the Board of Trans- 
port Commissioners was that the Board was bound absolutely 
by the terms of the Railway Act and by its own previous 
judgments. In the decision of March 30, and in many 
previous decisions, the Board of Transport Commissioners 
admitted this, That being the view of the Board of Trans- 
port Commissioners, the seven provinces felt that any 
further general inquiry made by that Board would be 
restricted in Scope, and would not serve any useful pur- 
pose, 

It was for that reason that we felt that the 
broad aspects of the problem should be attacked by a new 
body not bound by the precedents of the Board of Transport 
Commissioners, nor indeed bound by the provisions of the 
Railway Act. Here I express my agreement with the view 
expressed by the Premier of Alberta when he appeared before 
this Commission a Tew weeks ago, and I adopt as my own the 
language that he used on page 1930 of the evidence before 
this Commission. He said in part: 


"It is our view that the Commission should embark 
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upon its investigation looking to the reconstruction 
of the freight rate structure from a completely fresh 
viewpoint as if it were the fact that no regulatory 
legislation or tribunal existea". 

"Transportation policy should not necessarily 

accept conditions as they are, but should be 
designed to ensure an essential equality of condi- 
tions for economic enterprise in so far as man-made 
conditions are concerned," 

I submit, Mr. Chairman and gentlemen of the Com- 
mission, that is a task beyond the Scope of the powers 
given to the Board of Transport Commissioners - on the 
admission of that Board itself. It ise tasie whien can 
only be Successfully approached by a@ Commission such ag 
this with broad powers and fresh outlook. It is my con- 
fident hope that this Royal Commission will prove equal to 
its vast responsibility and to its opportunity to perform 
a great service to the people of Canada. Thank you very 
much, 

THE CHAIRMAN: Mr, Premier yon’ behalevcr my 
colleagues, as well as myself,I thank you for your very 
kind words of welcome to us today. They will serve ag 
encouragement in the pursuit of our inquiry in Halifax. We 
also thank you and your government for having placed at our 
disposal this very fine hall in which to meet and to con- 
duct our work, 

We realize, as you have said, that we are not the 
first royal commission which wae Ae deal with the matter 
of transportation. You expressed the hope that we might be 
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which my two colleagues and our counsel devote themselves 
to the labours involved, I am afraid it may be the end of 
the Commissioners. [In any event, I think I can assure you 
that nothing will be neglected, in so far as our capacity 
lies, in dealing with the various problems that have been 
submitted to us. 

As far as any controversial matters are concerned 
- and you have raised a very important one this morning - 

I am sure you will understand, Mr, Premier, that the time 
has not yet arrived for us as Commissioners to deal with 
the subject mentioned in one way or the other. The time 

of course will come, and when it does come we will endeavour 
to deal with it. 

As a result of the representations which were made 
by the Premiers of seven of our provinces, and of whom you, 
Mr. Premier, were the Spokesman, this Commission of three 
had committed to it what I consider to be the broadest 
kind of mandate. As you know, by the terms of the Order 
in Council, after reciting that the reason for the setting 
up of this Commission is the fact that representations were 
made to the Dominion Government that, by reason of economic, 
Seographic and other disadvantages, certain sections ope 
Canada are adversely affected by transportation difficulties 
and by certain anomalies which are said to be found in the 
existing tariffs of tolls and rates, then the Order in 
Council goes on to Say, to expand, as it would seem, the 
Scope of the immediate demand for an inquiry by instructing 
uS to investigate and to report upon all questions of 
fconomic policy within the jurisdiction of parliament 


arising out of the operation and maintenance of national 
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transportation, That, of course, is a very broad commit- 
ment, and as we proceed from place to place we realize our- 
Selves, I may say, the immenseness of the problem which has 
been presented to us. We intend to do the best we can to 
etter .a.solution to it. It does appear that as time 
passes conditions change. The conditions of the past that 
you have mentioned have contributed something to the 
structure of today, and it is our duty to make our contri- 
bution as we go through in our generation. We are very 
glad to have the assistance of yourself and the Premiers 
of so many of the other DPOVENnCess alt lends validity, 
I may say, to the studies we are carrying on. It stresses 
the importance of them, and it is an encouragement to us, 
and to all those who work with us, in the pursuit of our 
objectives. Once more we thank you. 

MR. SPENCE: Mr. Chairman, I wonder if Premier 
Macdonald would have any objection to answering two or 
three very bricf questions, 


THE CHAIRMAN: We will have to leave it to him. 


CROSS-EXAMINATION BY MR. SPENCE 
Q I take it, Mr. Premier, that while you and the 
railways may have had some differences of opinion at 
times, you would agree that one of the prime requisites 
of the Maritime Provinces, as well as the rest of Canada, 
is an efficient and economical transportation industry? 
A Well, I should certainly say that an efficient 
railway industry is essential to this part of Canada as 


well as to ali other parts. 


Q Yes, and you would agree also that one of the 
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functions of the Commission before which we are appearing 
today is to investigate present conditions, particularly in 
relation to the transportation industry, and to make 
recommendations as to how that industry can best serve 

this country? 

A I think that is a fair statement. 

Q At pages 2 and 3 of the notes of your remarks that 
your secretary was kind enough to let me have, you make 
reference to the outline of submissions of the Canadian 
Pacific, and at the bottom of page 2 you say: 

"The submission then goes on to state that regu- 
lation must not be carried too ‘far, and above all the 
problem must not be allowed to become "hedged about 
with political controversy and subject to political 
solutions.'" 

I should like to read the precise wording of the 
paragraphs from which you have taken extracts. They are 
paragraphs 5 and 6 which you will find on page 2. 

THE CHAIRMAN: Paragraphs 5 and 6? 

MR. SPENCE: Paragraphs 5 and 6 on page 2 of the 
outline of submissions of the Canadian Pacific. Paragraph 
5 reads: 

"Regulation of public utilities, including 

railway utilities, is necessary. At the same time, 

in the submission of this company, regulation should 

neither be sought for its own sake nor should it be 
carried to the point of oppression." 


Paragraph 6 reads: 


"Tf regulation is carried too far and, above 


all, if the problem is allowed to become one hedged 
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about with political controversy and Subject to 
political solutions, private enterprise cannot perform 
its function and must inevitably give way to a 


Socialization of the enterprise," 


Page 3285 follows 
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Am I to understand from your remarks, Mr. Premier, 
that you disagree with the principles stated in this para- 
graph? 

aS Your suggestion, I take it, is that matters of 
this kind should be dealt with entirely by the Board of 
Transport Commissioners, and that their decision should be 
final. I disagree, however, with that view. 

Q. The paragraphs I have read, five and six, are 
very general statements of principle, not helating Eca che 
fetaiiss and, of course, it is merely an outline of the 
Submission which weintend to make in the future, in much 
greater detail. For example, I suggest that we are in 
complete agreement on the principles enunciated in 


paragraph five, that regulation of public utilities. is 


necessary. You have already agreed to that, in your 
remarks. 

A Yes 

Q. And at the same time: that regulation should 


neither be sought for its own sake nor should it be 
carried to the point of oppression? 
A. I think everybody would agree with that. 
Qs Paragraph 6: 

"If regulation is carried too far and, above 
all, if the problem is allowed to become one 
hedged about with political controversy and subject 
to political solutions, private enterprise cannot 
perform its function and must inevitably give way 
to a socialization of the enterprise," 

That is a general statement. Is it not one with which 
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A. You are entering into the field of political 
science and philosophy there, and I would not agree, 
necessarily, that because a thing is a political solution 
oo 135 therefore, bad. I have had some little to do 
with politics, and I must defend my own profession. 

Q. Quite so. I merely wish to find out just what 
you intended to Say in that sentence in your brief, because 
you do not comment, really, on those paragraphs five and 
ed , Specifically referred to. 

Now, on page 3 of your notes, you say: 

"Then the C.P.R. Submission paragraph 7 page 2 
makes what I consider to be an indirect attack on 
this Commission itself.” 

I take it, Mr. Premier, that you have given some study to 
the entire outline Submission of the Canadian Pacitic. 1109 
only in these general pbaragraphs, but in elaboration of 
them in the subsequent paragraphs of the outline? 

A. Yes. 

Q. Now, it might be helpful if we read, not only 
the whole of Paragraph 7, but also paragraphs 75 to jése 
which relate to the Same subject matter. 

Paragraph 7, on page 2 of the Canadian Pacific 

Outline, reads ag follows: 

"It is equally important to recognize that 
regulation should be performed by a tribunal adminis- 
trative in character but wise and Judicial invite 
decisions, free from the Stultifying effect of 
having its decisions Subject to review and appeal 
by a political tribunal. Parliament has of course 
the power to legislate when legislation becomes 


necessary but it is, in the view of the Canadian 
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Pacitive: extremely important that neither Parliament 
nor the Governor in Council Should provide the 
arenas in which questions primarily for the 
administrative trib al are argued and disposed of." 
In paragraphs 75 to 79, which begin at the bottom of 
page 23 of the outline brief, paragraph 75 reads: 

"Canadian Pacific is a public service corpora- 
tion and recognizes that regulation of such corpora- 
tions within proper limits is in the national 
interests. The proper limits of regulation are 
a matter of fine balance between necessary protec- 
tion of the public interest and undue interference 
in functions of management. The trend should be 
towards less rather than more regulation of wail 
ways, because of the increasing strength of other 
media of transport competing with the railway 
industry." 

lee If regulation is to be equitable and 
effective it must be impartial and certain and in 
cases Of dispute, definitive, within a reasonable 
time. Otherwise regulation becomes oppression to 
the detriment of the service performed for the 
public by the regulated industry. 

"77. The Board of Transport Commissioners as 
an administrative and semi-judicial tribunal must 
at all times be able to render its decisions free 
from political influences. Unless this is the case 
the Board will not have the confidence of the public 
and of the railways which is so neceosary to it 
in the performance of its important functions under 


the Railway Act. Anything which destroys such 
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confidence and the stature of the Board is a dis- 

service to Canada. 

"78. Appeals from the Board should be limited to 
those involving questions of law and jurisdiction 
and should be made only to the Supreme Court of 
Canada. Appeals to political tribunals have a 
Stultifying effect upon the Board and upon the 
impartial and judicial exercise of its powers. 

"79. Canadian Pacific submits that appeals 
from the Board to the Governor in Council should be 
abolished and that a recommendation Should be made 
to amend the Railway Act by deleting Section 52(1)." 

im view of that, would it not be falerrorsay, 

that you may, perhaps, have misconstrued the words I 
have read, as being an attack on this Commission? 

A, I do not think so, Mr. Spence. Your submission 
S that the Board of Transport Commissioners should have 
the final say in all matters except those of law. Lt 
SO, your theory, if your theory were followed, then we 
would never have such a Commission as we have today, 
nor would we ever have an appeal to the Governor in 
Council, except in matters of law. 

Q. You are not suggesting that this hearing is an 
appeal from the Board of Transport Commissioners? 

A. Perhaps my use of the word "appeal" is tech- 
nically wrong; but there should be some recourse beyond 
the Board of Transport Commisgioners. What you are 
Saying is that the Board of Transport Commissioners 
Should have the final word in all these matters, except 


Such as involve law. That would limit recourse to a 


very small field. I submit that if your view prevailed, 
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we would never have this Royal Commission which, 
although it is a political tribunal, in a Sense... in thas 
it was appointed, Vetoi.t08 6 not = political tribunal in 
any partisan sense, and was created after. representations 
had been submitted by the sevenag provinces to the 
Dominion Government. 

Q. You are not Suggesting that we are asking for 
an amendment to the Inquiries Act? 

A. I am looking at what would be the,effiees, in 
this country, on this matter, if your views prevailed. 

If your views prevailed, we would have no royal commission 
because you would wipe out appeals to the Supreme Court 

of Canada except on questions of law. Therefore, the 
ruling of the Board of Transport Commissioners would 
always be final. I disagree with that suggestion. 

Q. I suggest to you that there is nothing in the 
words which I have read which would indicate a suggestion 
by us that the Royal Commission should be disposed of 
or done away with. You will bear in mind that the outline 
is merely a proposal cf what the railway will submit 
more fully at a later date. We say that the power of 
the Governor in Council to Vary or rescind orders of 
the Board of Transport Commissioners, by appeals under 
the Railway Act should be abolished, and no reference ig 
made in this section or paragraph to the Royal Commission. 

Foy But you refer, in yowr paragraph 7, and you 
use these words: 

© tex sebugeit is, in thecwiew Of the Canadtan 

Pacific, extremely important that neither Parliament 

nor the Governor in Council should provide the 


arenas in which questions primarily for the 
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administrative tribunal are argued ané disposed of," 
I interpret those words to mean a reference to this 
Commission, because the Governor in Council, you say, 
"should provide the arenas," This Commission is an 
arena where certain matters are to be disposed of, as 
I understand your words, and you are objecting to 
that procedure. So [I disagree with you. I do not 
know any other meaning to give to the words of paragraph 
ts This is a forum or arena provided by the Governor 
in Council; and you object to such an arena or forum, 
Therefore I disagree with you. 

Q. Neither Parliament nor the Governor in Council 
should provide the arenas, Now, this arena is not.the 
Parliament, and it is not the Governor in Council? 

A, It is an arena or board provided by parliament 
Or provided by the Governor in Council. 

Q. Quite so. 

AgeAnd «you object»to.1t. 

Q. But the Board of Transport Commissioners <- 

As But you would give the Board of Transport 
Commissioners certain definite and complete powers. This 
Commission makes recommendations to the Government, which 
is a totally different thing. 

Q. At any rate, those are your views? 

A. Quite definitely my views. 

Q. There is, in any event, a suggestion in your 


remarks that we have not felt that full co-operation 


with the Commission was desirable. But I suggest to 


you that the position of the Canadian Pacific in regard 
to this Commission has been most clearly expressed by 


the Chairman of the Canadian Pacific, Mr. G.A.Walker, 
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AY You would like me to say -- I do not suggest 
in the slightest that you are objecting to the personnel 
of this Commission or to their ability or to their 
eyieveeri ty. I think you are setting forth a principle 
of political science here with which I do not agree. 
thet 1S) a1. ICN TAK. 10 doubt, you have the fullest 
confidence, as I have, in these people, but you are ob- 
jecting to a fundamental principle on which these things 
are worked; and I regard that principle as necessary in 
this country, while you, apparently, do nov. Thatvesed 
think, is the difference; and we could argue ranpouc iG eld 
gay, no doubt. But your views on the political science 
aspects of it might not be mine. I am not suggesting 
for one minute that you are objecting to the personalities 
involved. 

Q. No, certainly not; and I might repeat that this 
is only an outline submission, and that there will be 
much greater elaboration Of this matter with which you 
may or may not agree. 

A. And again, at Ottawa, you may be hearing 
from us further. 

Q. I have no further questions to ask the Premier, 
but I would like to refer the Commission to the statement 
in the lower part of page 5 of the Premier's remarks to 
the effect that the fundamental aspects of the Board's 
findings in the 21% case have never been defended 
adequately by the railway companies. 

There is, of course, available to the Commission 
the transcript of the proceedings in the later applica- 
tion to the Board in the 20% case, in the course of 


which the 21% judgment was most fully reviewed, and the 
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findings therein were entirely supported by the facts and 
the arguments. I thank you very much, 

MR. SMITH: Mr. Chairman and members of the 
Commission, I appear for the Government of the Province 
of Nova Scotia. 

THE CHAIRMAN: You are Mr, Smith? 

MR. SMITH: Yes, Mr, Smith. The Province of 
Nova Scotia, as you are aware, sent in an outline or 
memorandum of submissions to be made by it to the Com- 
mission, as well as a supplement thereto% (stacinges in 
general terms, the position which we intend to take with 
respect to the matters mentioned in the outline. 

As has been done at other Sittings of the 
Commission, I respectfully suggest that the outline of 
Submissions be now taken as read into the recorG, if thse 
meets with your approval, Mr. Chairman. 

The Province, in due course, will file its brief 
within the time limit; and I wish to express the thanks of 
the Province for the extension of time which has been 
granted by the Commission for this purpose, 

Mr. Rand Matheson, Transportation Manager of the 
Transportation Commission of the Maritime Board of Trade, 
Will present a very full and well documented submission 
at this sitting. It is hoped that this will result in 
a shortening, very materially, of the brief which the 
Province will file. But I desire to make it plain that 
the Transportation Commission does not speak for the 
Province of Nova Scotia. Nevertheless it will be our 
aim and our endeavour that the petitions contained in the 
brief of the province will not be unduly 


repetitious. We shall endeavour to try to avoid a 
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duplication, in so far ag it will be compatible with 
what we conceive to be the interests of the Province. 

The Province may, therefore, find that it can, 
with advantage, and without repetition, base some of its 
submissions to the Commission upon the submissions and 
the information which will be found in the brief of the 
Transportation Commission; and that it may also join in 
Support of some of the contentions in what, I may say with 
respect, I regard as an excellent brief on the part of the 
Transportation Commission. Mr. Chairman and gentlemen, 

I do not propose at this time to make any further state- 
ment on behalf of the Province. 

THE CHAIRMAN: Mr, Smith, what are your nh ol i vos ie a 
please? 

Mi obec In.) a. 9D, 

THE CHAIRMAN: Well, Mr. Covert, what have you 
to say about this? 

MR. COVERT: Mr. Chairman, we do not propose 
to read them into the record but rather, to take them as 
Dead. That would dispose of the outline of submissions 
dated April 28, 1949, and the supplementary one, dated 

May 14, 1949, 

THE CHAIRMAN: They are to be put into the 

record as read? 


MR. COVERT: Yes, Mr. Chairman. 
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Outline of submissions to be made to the 
Royal Commission m Transportation by the Government of 
The Province of Nova Scotia. 

The Government of the Province of Nova Scotia 
intends to make submissions to the Royal Commission with 
respect to the following matters: 

A. A general review of the transportation 
problem in Canada and the principles which should be 
followed in seeking a solution of that problem, In this 
connection reference will be made to the various forms 
of transportation services, including rail, Lighway, 
water and air. 

Bs A general review of the transportation 
problem relating to Nova Scotia, having regard to the 
handicaps imposed on our economic life by the transporta- 
tion policies in Canada, including, without limiting the 
generality of the foregoing, the following matters: 

le The history of the development of rail 
transportation in Nova Scotia. 

2 The Maritime Freight Rates Act. 

er The existing freight rate structure. 

4, The effect of the existing freight rate 
structure on business and industry in Nova 
scotia, 

oe The incidence of horizontal percentage increases 
and their effect on the economy of the Province 
of Nova Scotia. 

6. The relationship between railways, bus, truck 
and air transportation in Nova Scotia. 

ie Sundry matters e.g., the destroyed differen- 


tials in respect of Canadian export and import 
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rates between Nova Scotia and St. Lawrence 
ports brought about by the influence of rate 
increases in the United States; the encourage- 
ment and development of Nova Scotia ports; 
combination rates; international rates; 
routings and competitive rates. 

Co. Certain amendments will be Suggested to the 
Railway Act in order to give effect to recommendations 
to be made in the province's submission. 

Dy Suggestions will be made for the downward 
revision of the capital structure of the Canadian 
National Railway Company and/or the Canadian National 
Railways. As it is anticipated that the Canadian 
National Railway Company will itself submit to the Royal 
Commission a proposal in this connection, the Province 
will, if deemed requisite, make further submissions in 
this regard, after it has had an opportunity of consider- 
ing the proposal of the Company. 

ie The Province will urge that the provisions of 
The Canadian National - Canadian Pacific Act, 1933 and 
amendments thereto be implemented. 

F. It will be submitted that uniform accounting 
practice for all railroads should be required and that 
the necessary legislation should be enacted for such 
purpose. It will also be suggested that uniform 
accounting practice for other forms of transportation 
Should be established by the appropriate authorities. 

G. Suggestions will be made for the adoption of 
measures designed to alleviate the economic, geographic 


and other disadvantages of Nova Scotia in relation to 


transportation. 
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H. The Province will contend that financial 
assistance from the Dominion Treasury is required as 4a 
part of the solution of the transportation problem. 

Li The effect of national policies involving tariff, 
export control, foreign exchange control and related 
matters on the transportation problem will be discussed. 

F, D. SMITH 


Of Counsel for the Government of 
the Province of Nova scotia. 


Porraveo,. 1949, 

Supplement to the Outline dated the 28th day 
of April, 1949 of submissions to be made to the Royal 
Commission on Transportation by the Government of 
the Province of Nova Scotia. 

By way of supplement to the said Outline, the 
Government of the Province of Nova Scotia hereby states, 
in general terms, the position which it intends to take 
with respect to the matters mentioned therein. 

A. As at present advised, it is not proposed to 
make specific recommendations in respect of the matters 
referred to in Paragraph A of the said Outline of 


Submissions, 


B: The general nature of the recommendations to be 
made in respect of the matters referred to in Paragraph B 
of the said Outline appear in general form in Paragraph G 
hereof, 

C. The position of the Province with regard to 
the amendments suggested to the Railway Act is stated 


in Paragraph G hereof. 


D. Downward revision of the capital structure of 
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the Canadian National Railway Company and/or Canadian 
National Railways will be Suggested. The Provinces 

will be in a position to make more Specific recommendations 
in this regard after the proposal of the Canadian 

National Railway Company has been Submitted and con- 
sidered. 

E. Implementation of the provisions of The 
Canadian National - Canadian Pacific Act 1933 and 
amendments will be urged. Until the present position 
of the Railway Companies in respect of implementation 
of the Act and their intentions with regard thereto are 
made known, full and complete recommendations cannot be 
made. 

i. Uniform accounting practice, as mentioned in 
Paragraph F of the said Outline, will be suggested. 

Gt The Province will contend that the following 
measures to alleviate the economic, geographic and other 
disadvantages of Nova Scotia in relation to transportation 
Should be adopted: 

hy As the statutory advantages in 
freight rates to persons and industries in the 

Province of Nova Scotia, which it was the purpose 

of the Maritime Freight Rates Act t» give, have 

been destroyed or prejudicially affected, it is 


essential - 


(a) that the freight rate differentials 
in favour of the Province of Nova Scotia 
provided for by the Maritime Freight Rates Act 


are inadequate and should be increased and 


(bo) that such differentials should 


be extended so as to apply to the whole movement 
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of any traffic originating in the Province of 
Nova Scotia and moving outward to a point of 
destination beyond Diamond Junction or Levis, 
es It will urge that there should be &@ reduction 
in freight rates on gcods, materials and commodities 
to be processed in Nova Scotia or to be used in the 
manufacture of products there, shipped into Nova Scotia 
from points outside the "select territory" as defined 
in the Maritime Freight Rates Act. 

oe It will also contend that import and export 
rates from and to Nova Scotia ports should be maintained 
at such a level as to cause an adequate volume of 
Canadian import and export trade to flow through Nova 
Scotia ports. 

4, It will also contend that horizontal or flat 
percentage increases in freight rates should not be made 
in respect of long haul traffic moving to or from the 
Province of Nova Scotia. 

Val It will be suggested that the adoption of 
the measures referred to in Paragraph G hereof will 
necessitate the furnishing of financial assistance from 
the Dominion Treasury. 

ie As at present advised, it is not proposed to 
make specific recommendations in respect of the matters 


referred to in Paragraph I of the said Outline. 


Ree SMITn 


Of Counsel for the Government 
of the Province of Nova Scotia. 


May 14, 1949, 
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THE CHAIRMAN: We shall now proceed with what? 

MR. O'DONNELL: We shall reserve any questions 
we might have until they produce a witness to Support it. 

MR. COVERT: I understood that Mr. Sinclair 
wanted to put in an exhibit which Was "promised stots Gin 
Vancouver, 

MR. SINCLAIR: Mr. Chairman, at volume Vahey @ 
the record, pages 2927 and 2928, a reference was made by 
Mr. Bolton, appearing for the paper converters, to an 
address made by Mr. P. Cc, Armstrong at Niagara Falis, 
Ontario, on the 5th of May, 1949, My learned friend Mr, 
Frawley was most anxious that this address be made a part 
of the record, I would now submit it as Exhibit Ay 


end copies of it have been given to the Secretary and to 


Counsel. 
EXHIBIT NO. 44 -- Filed by Mr. Sinclair. 
Copy of address of Mr, 
P. C. Armstrong given 
at Niagara Falls, Ontario, 
May 5, 1949. 
MR. COVERT: Mr, Chairman, the next submission 
is that of the Louisburg Board of Trade, Is there 


anyone present representing the Louisburg Board of Trade? 
If not, Mr. Chairman, I suggest again that it be put into 
the record as read, in the same manner as the brief of 
the Quesnel Board of Trade. Is there any objection to 
that? 

MR. O'DONNELL: No. We might have to make a 
Statement concerning the matter. 

THE CHAIRMAN: Do you want to make your statement 
now? 


MR. O'DONNELL: No. I think we can make it later 


and put it in later, to save time. 
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Draft of Brief from the Executive of the 
Louisburg Board of Trade to the Royal Commission on 
Transportation under P. C. 6033. 

The Executive of the Louisburg Board of Trade 
after careful consideration has come to the conclusion 
that the Port of Louisburg is placed at a disadvantage 
due to the present rate structure and its geographic 
position in relation to the Railways. 

For a number of years it has been impossible 
to progress the Port of Louisburg, although it is 
the only winter port in Cape Breton, this has a retarding 
effect on the whole Isiand due to the importance of 
water bourne traffic. 

When the 1T.C.R. was built 1 foldoweo 3 
northerly route to Sydney, then the Sydney and Louisburg 
Railway was built from Sydney through the coal area to 
Louisburg, a distance of thirty-nine (39) miles. Later 
the I.C.R. routed their rail line through North Sydney 
thus extending the distance from the Strait of Canso to 
Sydney by some ten milcs. Some years later a survey was 
made of the southern route (Strait of Canso to 
Louisburg) this survey showed the distance from the 
Strait to Louisburg to be eighty-seven (87) miles, 
thirty-two miles of this survey was built to St. 

Peter's, while the balance of the distance some fifty- 

five (55) miles was never built. The present route to 
Louisburg is over one hundred and forty (140) miles, 

Siving the Port of LOULSDUre a YUN around oF Vac, (50) 
miles or one hundred (100) miles return, and we feel that 
the area along the Eastern coast of Cape Breton from Little 


Bras D'Or to Louisburg should be made one zone with one 
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freight. rate for incoming and outgoing traffic in this 
area. 

This zoning system would enable fishermen 
moving along the coast in this area to load their catch 
at the most suitable point, and Shipping coming on this 
coast could use the Port of Louisburg without added costs, 
delays and damage due to ice conditions. 

When the Maritime Freight Rates Act came into 
effect, it was felt that the Port of Louisburg in the 
Federal Constituency of Cape Breton West-Richmond, would 
be kept open as a shipping port, and that the Act would 
be of assistance in moving steel through the port, this 
was not the case, but, we understand that steel is 
Shipped through the ports of Halifax and St. John at a 
very low freight rate, with the result that the port 
of Louisburg is practically closed out to steel shipments. 

We would respectfully recommend to your 
Commission that a special study be made of this eonds Vion, 
in order that the Port of. Louisburg (one of the three of 
Canada's important, oven Atlantic seaports outside of 
Newfoundland) may be given a chance to progress in the 
future by receiving its just share of waterbourne traffic, 
unimpeded by what appears to be an unfavourable location 
brought about by the present circuitous route followed 
by the railways on this Island and their lack of a freight 
rate zoning system, and thus it (Louisburg) could be 
placed in a position where it would be given an oppor- 
tunity to make its contribution to the economic life of 
Our Dominion, and now with the new province of New- 
foundland added to the Confederation, it becomes all the 
more important that the Port of Louisburg be considered 
in view of the fact that it is open all the year round and 
is the only port on this island where the Mewfoundland 


traffic can be handled when ice conditions make the ports 
of Sydney and North Sydney inaccessible to the C.N.R.ferry 
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MR. COVERT: Then, Mr. Chairman, the next brief 
will be that of the Furness Red Cross Line, the Furness- 
Warren Line and Newfoundland Canada Steamships Limited, 


and it will be read by Mr. G. McL. Daley. 


G. McL. DALEY, called 

THE WITNESS: Mr. Chairman and gentlemen, I have 
been asked by Furness Red Cross Line and Furness-Warren 
Line of London, through their Agent, Furness Withy & 
Company Limited of Montreal, and Newfoundland Canada 
Steamships Limited of this city (all of which are here- 
inafter referred to as "the Steamship Companies") to 
present this brief to this honourable Commission, and in 
doing so it is my purpose to outline certain difficulties 
with which the Steamship Companies have been confronted 
aS a result of the terms of the Confederation and to 
Suggest remedies which should be applied in order to 
place them in a fair competitive posirionyg 

At the outset may I state that all of my 
clients have been engaged in the steamship business 
between Canadian and Newfoundland ports for many years. 
The Red Cross Line and its successor the Furness Red 
Cross Line has been in the Newfoundland trade for seventy 
years and while the other Steamship Companies have not 
served Newfoundland for so long a period, nevertheless all 
have established firm connections with the Ancient Colony 
and have operated the most efficient service which the 
traffic warranted at the lowest possible rates, under 


the circumstances existing from time to time. 


(Page 3300 follows) 
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Generally Speaking the routes served by my 
clients are as follows:- in Summertime, - (a) Montreal- 
St. John's: (b) Montreal-Charlottetovwn-St. John's; 
(c) Montreal-St. Pierre-st. John's; (d) Halifax- 
Charlottetovm-St. Pierre-St. John's: (e) Halifax- 
Corner Brook -St. John's; ana all-year-round,- (a) 
New York-Halifax-St. John's; (b) Boston-Halifax-St. 
John's; (c) New York-Saint John-Halifax-St. John's; 
(d) Halifax-St. John's; Not all of my clients 
serve all of these routes, but some of them serve 
one or more at all times when ice and weather conditions 
will permit. 

With Newfoundland becoming part of the 
Canadian Federation, a new and serious Situation has 
arisen which threatens the existence of the Steamship 
Companies and also bids fair to almost completely 
eliminate the Port of Halifax as one of the Ports 
through which Canadian traffic has heretofore 
moved to Newfoundland. 

At this point, Mr. Chairman, I may say that 
at the time this brief was written and filed with the 
Commission, namely, on the 15th day of June, 1949, 
there had been no proportionate rate agreement between 
the Associated Newfoundland Lines and the Canadian 
National R-ilways. I will mention that at a later 
date. It will have some effect on what I say in 
this brief, and I may have to ask leave to file 
a Supplementary brief in the event of such an 
agreement being made. If an agreement which is 
now being negotiated with the Canadian National 
Railways is completed it will alleviate to some 


extent the situation in the Port of Halifax but will 


=a | 


ee kane eer TA aC PaO 6 a a «Beal fo. we ers 8 
a) ae che’ fal /( Sa ~ : pl ‘ 


‘ say tha eS hy oe bin se ; Ein Ao eP id) eae 


ee weer hh ee aciunseuanteain 


$ pi) 
‘ . rien 
' z ¢ i 
} pase Fc : ds iA — 
- 
a 
= ore Oe 
: H i \ Heat ry es 
re Vouk E 
es 
ox ; 
nrrsaq 
ac wy 
« 1 ay “vif 


2 ry oy Prine 
fee od a os ; } { t 
: , Bintk ee 
SL ae i] 
is he + 
ae 
3 2 Ae 
mi 
“ i * * ve eh 
fs 
ee, oe i Pa 
oP = 
} ys eure e hee yee 
Hi rs 4 Fi 
my a ree 6 
- $ny 
; C of 2 
a af ; 2 
eee 
oe 
ry % i } ae 
5 , i . a 
in. ‘i k, af 4 
a 
* an re § 
t + i Pe Siew ( 3 
wy 
Ae : i z for . 
rd te ia LOE i 
a he Sa be ‘ ‘ . : 
“ * 3 4 
oo . a oe gin 
Ry ‘ bam ;* s * ap i a a 
' et ye i ee cha. 6 
Puy t< ew r t A r 
oe . “eu a5 ‘ oe 
4 ' ris *\ Fs 
4 h- 3 vi t tt . - od 
7 Me ate Up 
oat Pe ELA c Lamas 8! 


* a ia Be seit vel net > oud is Bid | “ 


2 |; eae i 


= 3302 = Mr. Daley 


by no means clear up the difficulties which these -- 
THE CHAIRMAN: Q. The agreement is between 
whom? 

A. The Canadian National R@ilways and what is 
known as the Associated Newfoundland Lines, which 
consist of the lines which I represent; and tn 
addition Clark Steamship Company Limited of Montreal, 
who I understand intend to make a similar submission 
to this Commission in Montreal, and the Blue Peter 
Steamship Company Limited of St. John's, Newfoundland, 
who I also understand are in agreement with this 
Submission, although I am not representing them at 
this time. I assume that they will make a submission 
when the hearings of this Commission are held in &t. 
gonun 's. 

The difficulties with which my clients are 
now faced have their origin in Section 32, sub-sections 2 
and 3 of "The Term of Union between Newfoundland 
and C nada" which were given effect by an amendment 
to The Maritime Freight Rates Act passed as part of 
Bill 12, "The Statute Law Amendment (Newfoundland) 
Act” Section 13 of which is as follows:- 

a 1) "Subject to this section, the Mari- 

time Freight Rates Act, Chapter Seventy-nine of 

the Revised Statutes of Canada, 1927, applies mutatis 

mutandis to all lines of railway in the Island 

of Newfoundland that are subject to the legislative 

authority of the Parliament of Canada. 
(2) For the purposes of the said Act 
the lines of railway situated within the Island 


of Newfoundland, including the steamship services 
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between Port aux Basques and North sydney, that 

are entrusted to the Canadian National Railway 
Company for management and operation shalq 

from the date of and during the period of such 
entrustment be deemed to be included in the lines 
of railway collectively designated as the "Eastern 
Lines’, the Island of Newfoundland shall be deemed 
to be included in the expression "select territory" 
and through traffic moving by water between Port 
aux Basques and North Sydney shall be Created as aid 
fa, ieurarfic. 

(3) Upon entrustment to Canadian National 
Railway Company of the lines of railway mentioned 
in subsection two, Canadian National Railway 
Company shall forthwith file with the Board of 
Transport Commissioners for Canada tariffs of 
tolls applicable to the carriage of traffic within, 
to and from the Island of Newfoundland and 
such tariffs, in so far as preferred movements 
are concerned, shall comply as-far as appropriate 
with the provisions of the said Act. 

(4) Notwithstanding the provisions of 
sections three hundred and thirty, three hundred 
and thirty-one, three hundred and thirty-four 
and three hundred and thirty-five of the R&ilway 
Act, the tariffs initially filed under subsection 
three shall be effective from the date of entrust- 
Ment.” 

The Canadian National Railway acting under 

the direction contained in this legislation has filed 
With the Board of Transport Commissioners for Canada 


Tariffs applicable to the carriage of traffic within, 
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to and from the Island of Newfoundland in compliance 
with the said Act.- These tariffs ignore the costs of 
unloading the cars at North Sydney and there loading 

the ship for shipment to Port aux Basques and of unload- 
ing the ship at Port aux Basques and loading on the 

cars of the Newfoundland Branch of The Canadian National 
Railway, all of these costs being disregarded by the 
railway as directed by the aforesaid Statute. 

iy addy Crono disregarding the aforesaid 
costs, the Canadian National Railway in constructing 
its rate schedule for Newfoundland has in accordance with 
the foregoing Enactment applied a reduction of 20% as 
required by The Maritime Freight Rates Act to all local 
traffic for shipment to Newfoundland Originating 
by rail within the "select territory", -- that Tegel | 
traffic east of Diamond Junction and Levis -- as defined 
by the Act, and on all traffic Originating in Newfound- 
land for shipment westward to any point in Canada 
Over the ‘eastern lines" of the Railway. 

AS a result of the absorption of the 
Newfoundland Railway by the Canadian National Railway 
and the application of the Maritime Freight Rates Act 
amended as aforesaid to Newfoundland, the Canadian 
National Railway has generally put into effect rates 
for traffic moving by rail into the new Province 
which are substantially lower than the combination 
rates between Canadian National Reilway and the 
Newfoundland Railway which were in effect prior to the 
Union, when nearly all traffic moving from Canada to 
Newfoundland was either carried by the Steamship 


Companies or by the Canadian National and the Newfound- 
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land Railway via the North Sydney, Port aux Basques 
gateway. 

The Steamship Companies do not for one 
moment complain of the aforesaid reduction in the 
rates of the Carian National Railway. They fulbdy 
realize that this Peduction is brought about by Government 
policy but its effect 1S, nonetheless, to put all my 
clients in the serious position of having to accept 
ruinous reduction in rates in order to keep competitive. 

With respect to traffic moving over the 
Canadian National Railway, especially from the Port of 
Halifax, the position of the Steamship Companies is 
particularly grave. 

I may say that what I am reading now was 
also written before the agreement was negotiated or 
while it was in the process of negotiation. The agree- 
tnt has not yet been fully negotiated, and it will 
alleviate to some extent what I am Saying in this para- 
graph on page 4. 

For while the Canadian National Railway 
has put into effect a proportionate rate on flour, 
Teed, salt and cement, which pass over its lines 
through Canddian ports via the various shipping 
companies to Newfoundland, which will permit 
my clients to handle these four commodities on a fase 
basis, this proportionate rate is the exception rather 
than the rule and does not apply to any other commodities 
moving over the lines of the C.N.R. 

That is still the situation, gentlemen, but 


we hope it will change. 


As the situation now stands, the shipper booking 
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cargo to Corner Brook or to St. John's, Newfoundland 

via any of the ports of Montreal, Halifax or Sint 

John, N.B. over the Canadian National Railway must 

pay a domestic rate to Montreal, Saint John or Halifax 
as the case may be plus terminal charges. The result 

is that if cargo is to be carried to Newfoundland on a 
competitive basis my clients must accept it atea. rate equal 
to the difference between the ¢c nadian National Domestic 
rate plus terminal charges from the point of origin to 
Montreal, Saint John, N.B. or Halifax and the Canadian 
National through rate from the point of origin’ to St: 
J°hn's or Corner Brook via North Sydney. To meet this 
Canadian National Railway competition before referred 
to, a reduction has had to be made in the rates borne 

by many commodities which move from the port of Montreal 
and which originate further west but on certain other 
commodities, particularly those Originating in Montreal, 
the competitive position makes a somewhat higher rate 
possible. The net result, however, in the case of cargo 
moving from Montreal is an overall reduction in the 
general rate schedule of the Steamship Commnies. The 
Situation from Montreal, although serious is not 

nearly as grave as that in Halifax and Saint John, Nadas 
where the haul is much longer and consequently the 
domestic rate is much higher. Moreover, in the case 

of cargo originating in the "select territory" for 
Shipment to Newfoundland by rail, -- that is, cargo 
Originating in the maritime provinces for shipment 

to Newfoundland by railway -- the provisions of the 
Maritime Freight Rates Act apply from the point of 


Origin to the point of destination, but if the shipment 
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is to be made via the Port of Halifax or Saint John 
by vail over the “eastern lines" ang by water via 

the ships of my clients, The Maritime Freight Rates 
Act applies only on the rail haul to the Ports of 
Halifax and Saint John respectively, and thereafter 
the movement of cargo does not have the assistance of 
the Maritime Freight Rates Act as in the case) of the 
Railway,because, at present the latter Act does not 
apply to the carriage of goods by sea. 

AS matters now stand in the case of saint 
John and Halifax it is well nigh impossible for the 
Steamship Companies to meet the competition of the 
Canadian National Railway and operate at other than 
a loss except perhaps in the case of a very limited amount 
of local cargo Originating in the cities of Halifax and 
S.int John, N.B. themselves. Even in the case of com- 
modities moving from within a radius of LAC Op ela e 
miles of Halifax or Saint John to St. John's or 
Corner Brook, Newfoundland, the application of The 
Maritime Freight Rates Act to the all rail haul makes 
it almost impossible for the steamship companies to 
compete. To inland points on the Newfoundland Railway 
it is absolutely impossible to compete. 

Fortunately some measure of relief has been 
obtained because the Steamship Companies have been 
able to make -- and I hope, as I say, that this will 
extend to the C.N.R., to the Ports of Halifax and 
Saint John -- an arrangment with the C I.R., whereby 
that Company has agreed in collaboration with them 
to establish rates divided proportionately between 


the railway and the Steamship Companies from all 
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points in Canada served by the C.P.R. to Corner Brook 
and St. John's when Shipped from Canada via the Ports 
of Montreal and Saint John. These rates will be com- 
petitive with but not lower than the total all rail 
rate of the Canadian National Railway and will give 
the Steamship Companies a fair Share of the revenue, 
but they will not ease the very critical situation 
with which my clients are faced at Halifax, as the 
latter Port is not served by the lines of the C.P.R. 
and as a result all of the Steamship Companies which 
have heretofore used the Port of Halifax exclusively 
as a Winter Port will be forced to make Saint John 
their Main Winter Port using Halifax only as a Port 
Ofcall for local cargo. 
That situation, again, will be subject to 
cnange if we are able to negotiate this proportionate 
agreement with the Canadian National Railways. 

To further add to the troubles of my clientw 
and in order to save complications and to permit these 
Lines to compete with the C radian National Railway 
which 4ssues an Insured Bill of Lading, the Steamship 
Companies have been compelled on behalf of all cargo- 
Owners to insure cargo moving by sea against loss, except 
War, Strikes,’ riots, insurrection and civil commotion, 
and to absorb the high cost of the premiums in the 
general rate structure. 

That premium, I may say, on an average cargo 
g0es anywhere from $500 to $1,000 , and when you 
consider that very often a ship does not make that 
profit before these rates were put into effect, before 


the lower rates of the C.N.R. were put into effect, 
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it becomes a serious matter. 

This adiitional cost is a very serious matter 
for the lines already pressed on the one hand (byathe 
continuously rising costs of Operation including steve- 
doring wages and (until quite recently) fuel and 
on the other hand by the general reduction in the rate 
Structure aforesaid, 

The Steamship Companies have the following 
submissions to make respecting measures which would 
assist them to compete on a fairer basis with the 
Canadian National Railway, - 

(a) That the Maritime Freight Rates Act be made 
to apply to water Shipments or rail and water shipments 
combined from points in the Maritime Provinces and 
Quebec, to which the said Act now applies; im the case 
of Railways and to water Shipments or rail and water 
Shipments combined from Newfoundland to points westward 
in Canada, such shipments to be made on Ships which 
comply with the Governmen: Regulations as to manifesting etc. 
and carry cargoon Insured Bills of Lading. 

It is submitted that there is no valid reason 
why this act should not be made to so apply. It may be 
argued that if the Maritime Freight R tes Act were 
amended to apply to shipment by water between points 
in the Maritime Provinces and Newfoundland that 
Similar requests would be made for the application of 
this Act to water shipments between other points in the 
Maritime Provinces. The answer to this argument is that the 
Maritime Freight Rates Act should be applied to shipments 
by water to, from and within Newfoundland, because 


the Situation of Newfoundland is entirely different from 
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that of any of the other Maritime Provinces. All the 
Maritime Provinces (with the exception of Newfoundland) 
an be reached by direct rail and by fine roads but 
Newfoundland is an island so far removed from the 
Mainland that it is presently impossible to load 
railway cars on ferries and transport them from any 
point on the mainland to Newfoundland. Furthermore, a 
larger proportion of the population of Newfoundland 
(far greater then that of any other Maritime Province) 
resides on small inlets and harbours by the sea which 
are not served by any means of transportation other than 
the water, and if these districts are to have the benefit 
of low freight rates the only possible way of obtaining 
that benefit is by the application of The Maritime Freight 
Rates Act to the carriage of goods: by sea, 9 hi smprin= 
ciple has already been recognized by the Parliament of 
Canada in amending The Maritime Freight Rates Act so 
as to absorb the costs of loading and discharging in 
@Wossing the lower Gulf and furthermore this Act has been 
applied for years to Shipments by water from Tormentine 
to Borden. 
THE CHAIRMAN: Q.. Pardon me; you refer 
to an amendment to the Maritime Freight R tes Act: 
what is the year of that amendment? 
A. This past session of the Legislature. 
%- You mean the Newfoundland Legislature? 
A. Yes, that is what I am referring to. 
MR. O'DONNELL: The amendment provided by 
met \12., 
THE WITNESS: Yes, Bill 12, at the last 


Session of Parliament. 
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It is submitted that since it is proper 
for the government to apply the Act to these shipping 
routes, so also it is proper to apply the benefits of 
The Maritime Freight Rates Act to Shipments by 
water or by rail and water via ports between the Maritime 
Provinces of Canada including Newfoundland. 
(b) As it has already been pointed out, one of 
the factors which has enabled The Canadian National 
Railway to establish its present rate structure between 
points in Canada and Newfoundland is the treatment by 
that Railroad of that portion of the haul between 
North Sydney and Port aux Basques as all-rail peat fier. 
whereas in reality, a shipment by water of r*nety miles 
is involved, and the costs of unloading the cars and 
loading the ship at North Sydney and reversing the 
process at Port aux Basques must be borne by the 
Railway. While it has been imposiible for my clients 
to ascertain the exact costs per ton of handling cargo 
at North Sydney and Port aux Basques, based on their 
Own costs and making allowance for a smaller wage 
Scale at North Sydney and Port aux Basques, they are 
convinced that the costs cannot be less than somewhere 
between $3.75 and $4.50 per ton. Inasmuch as the 
Government has required the Rrilway to disregard these 
costs under the provisions of The Maritime Freight Rates 
Act it is assumed that the Government will make compen- 
Sation, and if not then the costs will be absorbed in 
any loss which the Railway may suffer on its operations 
which will have to be made good from the public treasury. 
As a matter of fact, there is provision for 


that under The Maritimes Freight R tes Act itself. The 
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way in which it is to be handled is an accounting 
proposition. 

I private enterprise is to compete with this 
Subsidized service (for such indeed it is) then 
surely the Steamship Companies should also be sub- 
Sidized by the Government assuming a portion of 
Perr costs for loading and discharging cargo received 
by them from the Railway at the Ports of Montreal, 
Halifax and Saint John. 

It is submitted that the Government should 
pay a subsidy to the Shipping Companies of $2.50 per 
ton to assist in paying stevedoring costs at Montreal, 
Halifax and Saint John on all cargo received by 
them from the Canadian National or the Canadian Pacific 
Railways, paid on the basis of tonnage delivered 
by the Railway to the Shipping Companies respectively 

We are not asking for it on cargo received 
in the ports of Halifax, or in the ports of Montreal , 
Or in the ports of Saint John, but only on cargo 
received from the railways. 

Such a payment would help the Newfoundland 
Steamship Lines to meet the competiton of the all 
rail rate, by Government aid in absorbing a small part 
of the costs of the loading and discharging operation. 
Surely such a request is reasonable, since the whole 
of these costs at North Sydney and Port aux Basques are paid 
from the Public treasury. 

All of which is respectfully submitted on 
behalf of the Steamship Companies. 


Thank you, Mr. Chairman. 
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THE CHAIRMAN: Mr. Covert. 


EXAMINED BY MR. COVERT: 

Q. Mr. Daley, you are prepared to answer questions 
on this? 

A. Well, to the extent of my ability. [have te. 
Williams here, and if there is anything technical I would 
far rather that he would answer the questions. 

MR. COVERT: I think we should follow the 
Same policy as we did with the provincial counsel. 

MR. FRAWLEY: Well, in this case I would ask 
a little indulgence, my lord. I have just now seen 
ao, just for the first time, reading it while Mr. 
Daley was reading it, and I would like very much to 
be allowed to follow railway counsel. 

MR. O'DONNELL: Well, we are all more or 
Less in the same position, I think, in this particular 
case. 

MR. FRAWLEY: You are much more familiar than 
I am with this question. 

MR. O'DONNELL: I would not agree with that 
fore minute . 

THE CHAIRMAN: All right, Mr. O'Donnell. 

MR. O'DONNELL: It does not matter much who 
Starts. 

MR. DALEY: Well, iI will do the best 1 Gan, 
Mr. Chairman. 

THE CHAIRMAN: You have somebody here who 
Can answer technical questions? 


MR. DALEY: I think Mr. Williams had better 


answer the questions. 
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J. L, WILLIAMS, called. 

MR. O'DONNELL: I have Just 2. few questions, 
Mr. Chairman. We have had very little opportunity to 
examine and study this brief. 

Mr. Williams, I take it that the SfLect .or 
the arrangements concerning transportation between 
the mainland and Newfoundland as a result of Confedera- 
tion is that the Newfoundland consumer IS Ser cine 
lower cost of transportation now than he had before 
Confederation on shipments to Newfoundland; isn't 
that the situation? 

MR. WILLIAMS: Yes, sir. 

MR. O'DONNELL: In the end result ? 

MR. WILLIAMS: I would say that the rates are 
lower. 

MR. O'DONNELL: And the rates as established 
by the Confederation pact and as provided for by Bill 
12 are such that the steamship companies find it difficult 
to continue competing at the same profit, possibly, 
they made prior to Confederation? 

MR. WILLIAMS: On the basis of the same 
through rates, yes. 

MR. O'DONNEL:: In other words, the through 
rates as established by Bill 12 and the tariffs 
filed in compliance therewith are too low, in the view 
of the steamship companies? 

THE CHAIFMAN: That is right, is it. 7% 

MR. WILLIAMS: Well, I would not say they 
are too low; I would say that what is left for the 


Steamship companies after the rail haul is taken out of it 
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is not sufficient. 

THE CHAIRMAN: What did you say? Will you 
please speak up so that we can hear you? 

MR. WILLIAMS: I would not say the through 
rave is too low. I would Say that the proportion left 
for the steamship companies after the domestic rate 
plus the terminals is taken out sf it, is insufficient 
for the steamship companies, in order to be competitive 
with the railway companies. 

MR. O'DONNELL: In the ena result, in any 
event, I understand, at the present time the Newfoundland 
oonsumer is getting his merchandise landed in Newfoundland 
on much more favourable terms than he did before Con- 
federation? 

MR. WILLIAMS: Yes, it would look that way. 

MR. O'DONNELL: And you would like in the 
circumstances to see something done whereby the 
Steamship companies could continue to get the rates 
they got prior to Confederation? 

MR. WILLIAMS: Well, I don't know just exacbiy 
Whether it is that, but I would say that we would need 
some assistance to help to give us sufficient to cover 
Our costs and allow us to make a reasonable profit on 
the haul. 

MR. O'DONNELL: What was the reasonable 
Profit percentagewise prior to Confederation? Will you 
tell the Commissioners that? 

MR. WILLIAMS: I don't think I could answer 
that question without -- I would say perhaps five or 


Six per cent, perhaps six. 


MR. O'DONNELL: And the result of Confederation 
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is that you are not able to make that profit, and you 
would like to see the rates raised so that you could, 
or some arrangement whereby you would be kept in business 
through a subsidy to the Steamship companies? 

MR. WILLIAMS: That ig right. We are not 
asking for an increase of rates. 

THE CHAIRMAN: TI beg your pardon? 

MR. WILLIAMS: We are not asking to see the 
rates increased. 

THE CHAIRMAN: You are not asking to see the 
rates increased? 

MR. WILLIAMS: No. 

THE CHAIRMAN: You are asking for some other 

form of decision; is that it? 

MR. WILLIAMS: Yes. 

MR. O'DONNELL: If the service that is being 
provided by the Canadian National Railways and the 
Operation that it conducts is adequate to land the 
merchandise in Newfoundland at the lower rate, isn 's 
that all that is neeceda? 

MR. WILLIAMS: Well, that is not a question 
that I could answer. We do not know what the costs are 

MR. O'DONNELL: I am just trying to find out 
what economic Justification there would be for keeping 
¢ more costly service operating if the services provided 
by the statute and the arrangements which flow from it 
are adequate to take care of the shipments. 

MR. WILLIAMS: I would not say they are adequate, 
mat, 

MR. O'DONNELL: You don't know? 

MR. WILLIAMS: No; well, I would not say that 
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bam te tae = Mr. Daley 
Mr. Williams 
they are adequate, from what I have seen. 

MR. O'DONNELL: But you don't know? 

MR. WILLIAMS: They are not handling very much 
me AG . 

MR. O'DONNELL: Well, whatever they are handling 
1s being carried at a lower rate than you would handle 
1%? 

MR. WILLIAMS: A lower rate than the combined 
C».N.R. and Newfoundland Railway rate prior to Confederation. 

MR. O'DONNELL: That is right, is it not ? 

MR. WILLIAMS: That is right. We are handling 
at the same rates. 

MR. O'DONNELL: But you find that you cénnot 
make a profit on that basis? 

MR. WILLIAMS: That is right. 

MR. O'DONNELL: ‘Now, the matters set out in 
your brief were really submitted to Parliament, were they 
not,prior to the enactment of the statute? 

MR. WILLIAMS: No. 

MR. O'DONWELL: Well, were not representations 
made by the Halifax steamship companies along the same 
lines as those which have been made this morning to 
the Commissioners here? 

Mis DALEY: Not to Parliament, no. 

MR. WILLIAMS: Not to Parliament, no. 

MR. O'DONNELL: Well, then, to the Minister who 
Wes in charge of the bill, the Honourable Mr. Chevrier, 


the Minister sf Transport? 


MR. WILLIAMS: No, they were not officially made 


to anybody. 
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= S22 = Mr. Daley 
Mr. Williams 

MR. DALEY: Perhaps I had better answer some of 
ppcse weetiona; I have perhaps a better knowledge. 

THE CHAIRMAN: What is it the brief says? 

The brief seems to say -- 

MR. DALEY: There were no representations as 
far as I know. 

THE CHAIRMAN: "The Steamship Companies do 
not for one moment complain of the aforesaid 
reduction in the rates of the Canadian National 
Railway." 

MR. DALEY: That is correct, Mr. Chairman. We 
realize how impossible it would be to take that 
position. 

THE CHAIRMAN: Then you go on to say: 

"They fully realize that this reduction is brought 

about by Government policy but its effect aS 

nonetheless, to put all my clients in the serious 
position of having to accept ruinous reduction 

in rates in order to keep competitive", 

MR. DALEY: That is exactly the situation, 

THE CHAIRMAN: Then you say that the situation 
may turn out to be not so bad as it looks, on account 
of a certain projected agreement which is under way. 

MR. DALEY: That will be helpful. 

THE CHAIRMAN: Now, Mr. O'Donnell, are you 
bearing all that in mind? 

MR. O'DONNELL: Oh, yes, I have that in mind, 
my lord. I am just speaking on the basis that possibly no 
agreement would be reached, and I am putting it bluntly 
to these shippers or shipping companies that the rates as 


Provided for by the Confederation pact are lower than the 
rates upon which they would like to do business. 
(Page 3318 follows) 
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-3318- Mr. Daley, cr-ex, 
Mr.Williams, cr-ex, 
THE CHAIRMAN: ‘That 1s agreed to. That is assumed, 
MR. O'DONNELL: Yes. Then I would eG Lar Sie 
MR. DALEY: There is one question which Mr, 
O'Donnell asked Mr, Williams to answer that I Should like 
Po refer to. If I remember correctly the question was 
to this effect. If the Canadian National Railways can 
take cargo to Newfoundland at a lower rate than the steam- 
ship companies, are the steamship companies necessary in 
the interests of the national economy? I should like to 
answer that in two or three ways. In the first place [I 
Should like to point out that the Steamship companies, and 
particularly the smaller ones -- 
THE CHAIRMAN: What is that ? 
MR. DALEY: The Newfoundland-Canada Steamship 
Line, one of my clients, is one of the Smaller of the 
Steamship companies operating to Newfoundland from the 
port of Halifax, and last year alone in wages they paid 
somewhere between $100,000 ana $125,000. I think Furness 
Withy in their Newfoundland branch paid fully that amount. 
I assume that the Clark Steamship Company has paid a sub- 
Stantial amount, not quite as much, and the Montreal 
Shipping Company the same way. That means that there is a 
large expenditure for wages in the port of Halifax for 
Stevedoring, and also a large expenditure for wages in 
eke port of St. John's, Newfoundland for stevedoring. If 
the flow of traffic is to be diverted from the natural 
Channels that have heretofore existed for years, Halifax to 
St. John's, if it is to be diverted to an artificial route, 
and it is an artificial route because any route that 


Pequires to be Subsidized to the full extent of the cost 
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-3319- Mr. Daley,cr-ex, 
Mr, Williams, cr-ex, 


of loading and discharging a Ship, and then loading the 
cars again and discharging the cars in order to compete, 
pemen artificial route compared with the way that the 
cargo has moved heretefore, and it is my submission that 
ee ts not in the national interests that the logical way 
of sending cargo to an island Should be entirely wiped an 
Pyeartificially assisting a rail route which is not a ret. 
route because there are ninety miles of water which must 
be bridged. 

That is my first point. The Second point is 
a matter about which I have no means of knowing, but this 
Commission has means of knowing, and I suggest that they 
Should ascertain the cost of taking cargo to Newfoundland 
via the North Sydney route. I SuggeSt that the cost is 
Substantially more to the government of this country than 
it would be to sustain the natural route which I say is 
the all-water route. I have read the representations that 
were made to parliament in which the Minister of Transport 
Stated - and I am sure if my figures are wrong there are 
gentlemen here who will correct me - that the Newfoundland 
Railway on its railway operations prior to Confederation, 
when the rates were higher than they are now, and the 
wages paid by the Newfoundland Railway were lower, lost 
approximately a million and a half dollars, and that 
following confederation with these new ideas that have 
entered the picture, subsidies, or assuming that the ninety 
Miles of water is all-rail transportation, and treating it 
aS such, they would lose another million dollars. That 
means that they plan to lose $2,500,000 on that route. 


That is through the loss of the Newfoundland Railway as 
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-3320- Mr. Daley,cr-ex. 
Mr. Williams, cr-ex, 


such. My figures may be somewhat wrong,but I know that is 
Substantially correct. That is why I say, looking at the 
matter from the viewpoint of the national economy as 4 
whole, that some encouragement ought to be given to these 
routes, to keep them alive. As I Say, and as the Chairman 
has pointed out, we are not for one moment asking for an 
inerease in rates, nor are we Suggesting for one moment 
that the proposal to Subsidize is wrong. We know that 

it is a part of the terms of confederation with Nwfound- 
mene. | © it goes to the Constitution of the dominion as it 
is now constituted, 

We are not Suggesting that for a minute, but we 
are asking that steps be taken to assist us by one, the 
application of the Maritime Freight Rates Act to water 
movement and two, the payment of some subsidy. ave 
figure of $250,000 which we fix is purely an arbitrary 
one, a tonnage subsidy, to help us overcome the artificial 
difficulty which has been crested for us by the subsidy 
across the Gulf of St. Lawrence. 

I am suggesting and asking you gentlemen and 
your experts, since the scope of your inquiry is very much 
broader than the mere question of rates, and since the 
whole of the national transportation problem is under 
your review, as a matter of inquiry to ascertain the 
exact cost per ton of carrying cargo to Newfoundland, 
and assuming those rates. I am satisfied that you will 
find that the government could very well pay a subsidy 
and would be in money. I am satisfied that you could 
apply the Maritime Freight Rates \ct and be in money. 

THE CHAIRMAN: "And be in money." You say the 
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government could afford to pay this? 

MR. DALEY: The Subsidy we request. 

THE CHAIRMAN: And be in money? 

MR. DALEY: And be in money. 

THE CHAIRMAN: How? 

MR. DALEY: Because I am quite satisfied you will 
find that the cost of moving cargo to Newfoundland via the 
Canadian National Railways, by reason of having to absorb 
the cests in crossing the Strait, “is “sueh that the 
Canadian National Railways in respect to that service will 
have a substantial deficit which can be reduced to a 
point by a smaller volume of cargo carried. 

Let me make that point a little clearer. As I 
understand it, one-seventh of the cargo which moved into 
Newfoundland was moved by the old Newfoundland government 
railway. That is cargo from Canada. That is the figure 
which is generally accepted. The Newfoundland government 
railway handled one-seventh of that movement via 
Port aux Basques. Railroad operations on the Newfoundland 
Railway are generally known to be very difficult in the 
Wintertime. If the Newfoundland Railway is expanded so as 
to handle via the Port aux Basques gateway a considerably 
larger volume of cargo, the cost of the expansion of the 
Newfoundland Railway will be greater, or at least I 
Submit that it is a matter for this Commission to investi- 
gate as to whether or not it will be greater by expanding 
it to a point where it will take all cargo,as will happen 
if these lines are put out of operation. The railway 
Will have to take it all either via Halifax or via North 


Sydney. I submit that the cost will be greater than it 
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ae oy Mr. Daley,cr-ex, 
Mr.Williams, cr-ex, 
would be to allow the Steamship companies to continue as 
they have done in the past and carry the freight to 
Newfoundland by water. 

THE CHAIRMAN: That can onby be done by 
government assistance? 

MR. DALEY: We think so at the moment, Mr.Chairman, 
We will have to submit figures to you. I realize that. 
We have not been operating long enough to be sure, but 
based on our previous Operations we think it can only be 
done by some government assistance. 

THE CHAIRMAN: Mr, O'Donnell, have you any more 
questions? 

MR. O'DONNELL: Just as a matter of interest, 
Mr. Daley, or Mr. Williams if you prefer him to answer 
this, can you tell the Commissioners how much steamship 
rates have increased since 1939? 

MR. DALEY: Oh, about 60 per cent. 

MR. O'DONNELL: As compared with a railway rate 
increase of 21 per cent, if it is maintained. 

MR. DALEY: Yes. 

MR. O'DONNELL: And the 60 per cent, I take it, 
was due to the fact that you encountered increased costs 
of operation? 

MR. DALEY: That is right. 


MR. O'DONNELL: Wages went up? 
MR. DALEY: I would say wages went up three times, 


300 per cent. Costs of construction went up. New con- 
struction went up probably more than 300 per cent. 


MR. O'DONNELL: In any event, you have raised 


your rates roughly 60 per cent since 1939? 
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-3323- My Daley ; Stymex; 
Mr.Williams, cr-ex, 


Mie DALEY: Yes, 

MR. O'DONNELL: And railway rates have only gone 
meet per cent? 

MR. DALEY: Yes. Of course, we have become com- 
petitive. Since these new rates came in we have lowered 
oumerates. 

MR. O'DONNELL: I assume that forced you to be 
competitive; otherwise you would not get any traffic. 

MR. DALEY: Rhagerss Pl elie, 

MR. O'DONNELL: As a result of your reduction to 
become competitive how much of your increases have been 
left, the increases you put in since 1939? 

MR. DALEY: That is a little difficult to answer 
at once because, as I say, we have only been operating 
under the new system since the first of April. 

MR. O'DONNELL: Can you just give us an estimate? 

MR. DALEY: Formerly we had commodity rates. 
Every commodity took its own rate, and the same rate was 
charged by all the associated Newfoundland lines. Now 
we have class rates, the same as the railways. I know 
MieOne rote, for instance, out of the Port of Halifax 
Beet i can think of that before was -= 

MR. WILLIAMS: There have been decreases from 
4 per cent to 69 per cent in various rates. 

MR. DALEY: Four per cent to 69 per cent in 
various rates. There have been some increases, too, 

MR. WILLIAMS: Yes. 

MR. DALEY: But very small. 

MR. O'DONNELL: Can you give the Commissioners 
any idea of what percentage only decreased by four per 


cent? 
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Mr. Daley, cr-ex. 
-3324- Mr. Williams, cr-ex, 


MR. WILLIAMS: We have many hundreds of different 
commodities. We would have to take the Whole tariff to do 
ae 

MR. O'DONNELL: On some of those commodities on 
your statement you have 56 per cent of the increase still 
left available for you? 

MR. WILLIAMS: That is Piet. 

MR. O'DONNELL: I do not want to take any con- 
Siderable length of time with this, Mr. Chairman. Mr, 
Daley referred to some discussions which have taken place 
recently. I understand, Mr. Daley, that the Canadian 
National Railways offered what they considered a very 
fair proposal of establishing through rates via the Port 
of Halifax equalizing them with those published via Saint 
John in connection with the Canadian Pacific Railway? 

MR. DALEY: I think substantially so. 

MR. O'DONNELL: And the steamship operators are 
negotiating for even a little better condition than that. 
They have not definitely said no and they are hoping they 
Pen gev a little better deal. That is the position at the 
present time? 

MR. DALEY: Yes. Mr. Williams reminds me that 
he has been conducting the negotiations. He says we are 
asking for the same divisions as the C.P.R. is granted at 
Saint John. 


THE CHAIRMAN: The same what? 
MR. DALEY: The same division in the proportionate 


Pate as the C.P.R. is granted at Saint John, butesr tr 


understand it the C.N.R. has said that the Halifax haul 


1s a longer haul. 
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Mr. Daley, cr-ex, 
“352 5= Mr.Williams, cr-ex. 


Mr. O'DONNELL: Yes, and they have Suggested a 
Slight additional amount to take care of the added service 
that has to be rendered. 

MR. DALEY: That is right, 

MR. O'DONNELL: In other words, the distance from 
Saint John to Halifax has to be taken into consideration? 

MR. DALEY: That is what I understand. 

MR. O'DONNELL: And the fact was that the boats 
would have a considerable Saving of time coming into 
Halifax rather than going around the province into Seint 
John. 

MR. DALEY: Halifax has become a port of call 
because we have to go to Saint John to geu Chev Gsr sn. 
cargo. 

MR. O'DONNELL: But Halifax being a port 
of call your boats would have saved that long voyage to 
Saint John. 

MR. DALEY: If we did not have to go to Saint 
Joon; that is true. 

MR. O'DONNELL: And the Canadian National 
Railways' officials have made computations as to what 
that saving to you, or to your steamship company, should 
amount to in their estimation. They have also made a 
computation of the additional cost of the service for the 
extra mileage, and they have made an offer to the steam- 
Ship companies which, if accepted, would provide Halifax 
With a through rate on a basis comparable to Saint John, 
and I understand that some of the steamship companies 
have indicated a willingness to accept that offer? 


MR. DALEY: Yes. 
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Mr. Daley, cr-ex, 
-3326- Mr. Williams, cr-ex, 


MR. O'DONNELL: That is correct? 

MR. DALEY: JI think SO, 

MR. WILLIAMS: Not at the moment, 

MB. DALEY 9.11 understand not at the moment, but 
I understand it is in the process of negotiation, 

MR. O'DONNELL: Is it not a fact that some of them 
have indicated that they would like to go along with that 
and take the offer, and others are holding off for a better 
deal? 

MR. DALEY: You say that is Pighv7 

MR. FRIEL: indi tially,e yes. 

MR eDALEY:? Ini tially] well, I don't know. 

MR. O'DONNELL: You were not at the meetings? 

MR. DALEY: No, I was not at the meetings. 

MR. O'DONNELL: And the offer that the Canadian 
National Railways have made is confined to the ports 
of Saint John and Cornerbrook, or the same ports as to which 
the Canadian Pacific have made an arrangement with the 
Shipping companies? 

MR. DALEY: That is correct. 

MR. O'DONNELL: I think it might save a certain 
amount of time if this matter, which I understand was dis- 
cussed with the Minister of Transport, and was discussed 
in parliament prior to enactment -- 

MR. DALEY: I should like to clear that point up 
because Mr, Williams was not in a position to answer 
that. It was not discussed with the Minister of Transport. 
The difficulties with which we were faced were discussed 
with the Deputy Minister of Transport and with the 


Chairman of the Maritime Commission, and it was discussed 
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Mr, Daley, cr-ex. 
=3.32 f= Mr. Williams, cr-ex. 


by me. I do not recall at that time having made any 
specific suggestions as to what I thought the remedy should 
be, although we did discuss the possibility of subsidies, 
the possibility of this tonnage subsidy that we have 
suggested in our presentation. My recollection is that we 
also discussed the possibility of the agreement with the 
Canadian National Steamships, which was now being nego- 
tiated. In fact, I know we discussed that because we had 
a special meeting with the Canadian National in Montreal 
at which we discussed it. At that time they were not 
prepared to make any concesSions at all on the local rate 
problem out of Halifax. In other words, we would be 
charged the local rates to Halifax, and we were to make up 
the difference forwarding cargo from Montreal to St. 
John's, as has been pointed out in my brief. When the 
matter went through parliament it was my impression at 
Pie time, and I was told by at least one of the officials 
with whom I discussed the matter, that the proper course 
to follow would be to bring this matter before this Com- 
Mission, and that is a part of the reason it is here to- 
day. We would have probably come in any event. 

It was generally felt that there was not time 
to discuss the problem at that time. The government had 
made certain commitments with relation to Newfoundland, 
The terms of union had to be carried out, and legislation 
had to go through in accordance with it. 

MR. O'DONNELL: All I was getting at was that 

no matter what media were used, or who the spokesman might 
be, the Minister of Transport during the course of his 


remarks, which are recorded in Hansard, certainly had 
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Mr. Daley, cr-ex, 
= 3 5-0- Mr.Williams, cr-ex, 


these things in mind prior to the enactment of the Act. 

MR. DALEY: I think that is true. | 

MR. O'DONNELL: And that really you are coming 
Herelas av court of appeal to review that? 

MR. DALEY: I submit not because these statements 
that are made in Hansard were made by the Minister of 
Transport long before he heard us at all, or long before he 
heard any representations. 

MR. O'DONNELL: It would not be long before he 
heard someone else who had heard you? 

MR. DALEY: Yes, absolutely, because we made no 
representations at all in this matter until it was raised 
in parliament, I think by Mr. Nowlan, 

MR. O'DONNELL: And Mr Isnor? 

MR. DALEY: Or Mr. Isnor., Mr. Nowlan and Mr. 
Isnor first raised the question in parliament. Following 
that we made our representations, but this bill was 
practically through the House of Commons. 

MR. SO'"DONNELL?: That is right, but these repre- 
Sentations were made before the bill finally went through 
the House of Commons? 

Mr, DALEY: It had received second reading, and 
within two or three days after it received third reading, 
and we had no chance to take the matter up. 

MR..O'DONNELL: Parliament could still have 
acted on the matter. It was before parliament, and it was 
prior to the adoption of the Act? 

MR. DALEY: I suppose they could have, but I 


do not suppose they would because this Commission was 


appointed for that very purpose. 
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Mr. Daley, cr-ex, 
-3329- Mr.Williams, cr-ex. 


MR. O'DONNELL: In any event, it might save time if 
I read a short statement from Hansard. I think it would also 
be well to file as an exhibit the copy of Hansard in which 
this matter is set out so that the Commissioners will 
have the full story. 

THE CHAIRMAN: First of all, what is your 
attitude towards this application they are making? 

MR. O'DONNELL: The answer Simply is that obviously 
these people are trying to make a little better deal than 
the Canadian National Railways think they should. The 
matter is under negotiation at the present time, and they 
are representing that they would like to have the Maritime 
Freight Rates Act apply to water shipments. It never has 
before. 

THE CHAIRMAN: You are opposed to that? 

MR. O'DONNELL: I am simply placing the facts 
before the Commission. I am not saying that I am opposed, 
or that I have any view on the matter. Parliament did 
not make it apply. The recommendation of the shipping 
companies is that it should apply. That is a matter for 
parliament to decide in the final analysis. Possibly the 
Commission will make some recommendation as to the 
Situation. 

THE CHAIRMAN: That is what we are here for. 

MR. O'DONNELL: That is right. All I am pointing 
out is that the matter was discussed, and that the Com- 
missioners will find the full story in Hansard, part of it 


in any event, on the 17th of February, 1949. It is volume 


88, No. 17, at pages 619 to 627. The Minister of Transport 


made a statement concerning section 13 of Bill No. le. 


That is the one Mr. Daley referred to. Hansard reads: 
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~3330- Mr. Daley, cr-ex 
Mr.Williams, -:cr-ex, 

"On section 13 - Maritime Freight Rates Act, 

Hon, Lionel Chevrier (Minister of Transport): 
Yesterday, when this Section was being discussed, a 
number of questions were asked, and there seemed to 
be some misapprehension as to the exact Meaning oT 4 oe 
I have communicated with the officers of the Canadian 
National Railways in connection with section 13 as 
Set out in the Act to amend the statute law, and I 
Should like to make this Statement. 

The provision in the bill that through traffic 
between Canada and Newfoundland Shall be treated as 
all-rail traffic when passing over the water route 
between North Sydney and Port aux Basques on the 
steamship now owned by the Newfoundland Railway is 
nothing unusual. It is the same practice as was 
followed with respect to the vessel service between 
the mainland and Prince Edward Island many years ago, 
when through rates were made via that Service; the 
only difference is that the steamer service between 
the mainland and Prince Edward Island has been changed 
to a car ferry. It is not possible under present con- 
ditions to establish a car ferry between North Sydney 
and Port aux Basques; therefore the steamship service 
must be considered as a substitute for a car farry 
service, 

Under the circumstances it is quite proper for 
the through rates prevailing in the other maritime 
provinces to be extended through to Newfoundland via 
the steamship service on a basis somewhat comparable 


to the rates within the Maritimes; in fact as soon 


dope. G24 Grege po S64 ane wee 
_. 7 Pe he Be = is J 


fad » 
5 is sat Heke eRe Wee 
5 55 7 o ry Le 4 j ae 4 
a sr hee : 
witness? ey (a pede VERE 


K 
one vanbin aah jeawtsd : 
7 _ 


: “4 & pees ; 
sy Gicame see 
7 ' : 


ay 
: 
2 
ah 
a 


2 3 . 7 - 
Goat ne : ol : 
ope) gun Shin 
oy 5 ; 


en a a sa 


Lar De ae Ree juadeee® (Gtw paveliot, 
Rey s : cs = v eye ; ‘f - - : 
Lue i xn wa Gee baeteteen ee 
a ic j it gat 43a nant 


=~ sane’ hae) be ; 


aes eye J vel 
aati See lt OS ee ee 


baceae ane bea Bae fasintam iit 


eed 


peat 424 & pt 


4 
Lee 


nue 3 4s 3 au Ptosvas oF ‘wos Bh 
SAGELE APHBA tteowySs:k ie 7 
ey Seer ‘AgliDe a: weipe Ore ' awa 
Peres oe 4 we eae 


age Bee EAS 
‘Sague 6 BS bavaptanos ec Br 
7 4g 


tte a =" - ow ae [ Pa 
| - } 
te Ne a a8 
nie pi sek) he 4% wise ayes net icin ty afd tehniv 
2 in = a3 iz 7 act we ‘yee Bud’ or dywonis” 
: ipete é oy eee! alk +i jt, baa bee As hal nad TKS ad: wd said | 7 


a via crite J 3 pie often déacd Pa. Og soiviad ere 
oe ao GORD aL eon aH oo all so 


: . : ve fr : 


_ 


Beals Mr. Daley,cr-ex, 
Me Williams, cr-ex, 


as the Newfoundland Railway and its Steamship service 
between North Sydney and Port aux Basques come under 
the provisions of the Railway Act, the previsions of 
that act will require the extension of reasonable 
through rates between the other provinces of Canada 
and Newfoundland. 

The same situation exists with respect to the 
water service now carried on via the car ferry be- 
tWeen Mulgrave and Point Tupper - that is, the rates 
between the rest of Canada and Cape Breton are on a 
through rail basis, 

The reductions in the rates which will result 
from the taking over of the Newfoundland Railway and 
steamship service by the Canadian National is exactly 
the same practice as has been followed with other 
railways taken over by the Canadian National. For 
example, when the railway from Matapedia to Gaspe 
was taken over, in accordance with the requirements of 
the Railway Act the rates were reduced from a combina- 
tion over Matapedia to a Joint through basis which 
waS comparable with the main line of the Intercolonial 
Railway for approximately similar distances. 

Mr. McCull@ch (Pictou): What year was that? 

Mr. Chevrier; I have not the exact date, but it 
WaS some time ago. 

Under the bill the Canadian National Railways is 


Tequired to file tariffs with the Board of Transport 


Commissioners on March 31, assuming that confederation 


takes place on that date, and assuming also that the 
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lines of railway on the island of Newfoundland and 
the steam Service between North Sydney and Port aux 
Basques are entrusted to the Canadian National Rail- 
ways on the same date. Such rates will have to con- 
form to the general pattern of rail rates in the other 
provinces of Canada; otherwise they would be discrimin- 
atory. Discriminatory rates, either higher or lower 
than in the same general territory, cannot be maintained 
under the Railway Act, Therefore, as stated, the rates 
Will follow the general pattern of the rates in the 
other provinces. 

There is a great deal to be done in working out 
the details of these rates; therefore no quotations 
are available at the present time. But it may be 
Stated that, from what has been done so far, the 
Scheme of rates to and from Newfoundland compared with 
the rates to and from Halifax will result in substan- 
tial differences between the Halifax rates and the 
Newfoundland rates. If private Steamship operators 
wish to continue to operate between Halifax and New- 
foundland, and particularly St. John's, Newfoundland, 
the difference between the local Halifax rates and the 
Newfoundland rates should be sufficient to enable the 
Steamship operators to carry on service at fair and 
reasonable rates, 

On some commodities very low rates have been 
published from points Montreal and west to Halifax 
and North Sydney for furtherance to Newfoundland. 


These rates were established many years ago when there 


was a steamship line operating between New York and 
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Newfoundland, and the rates to Halifax and North 
Sydney were established to meet competition via the 
port of New York. Combined with the local rates of the 
Newfoundland service beyond North Sydney or the 
private vessel rates beyond Halifax to Newfoundland, 
they resulted in very high rates. The through rates 
now proposed by the legislation to and from Newfound- 
land will be on a more reasonable baiis, and the 
steamship operators at Halifax cannot expect the rail- 
ways after the union to carry such extremely low 
rates to Halifax and North Sydney and thus result in 
the diversion of traffic from the through route of the 
Canadian National Railways. 

There is nothing, however, in this Act or the 
Railway Act to prevent other carriers, such as the 
Canadian Pacific Railway and the Dominion Atlantic 
Railway, from maintaining rates to Halifax via the 
route through Saint John and Digby for furtherance to 
Newfoundland, and in connection with steamship 
operators from Halifax providing competition with 
the joint through rates over the Canadian National 
Railways." 

That is the end of the Minister's statement. Then the 
discussion proceeds. 

THE CHAIRMAN: That is Hansard of what date? 

MR. O'DONNELL: The 17th of February, 1949, at 
page 619. I gave the reference, pages 619 to 627, where 
the remarks of the other hon. members who discussed the 
matter are to be found. There is a further short extract 
ON page 622 which might be put on the record at the pres- 


ent time. The remarks are by the Prime Minister, 
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What the hon. member would like to have done, perhaps, 
would be to have the federal exchequer assume 20 per 
cent of the water carriage bill from Halifax to St. 
John's. That is a matter which was discussed with 

the delegation, and we could not agree -fo.it. There 
is no control, other than that arising out of com- 
petition, over the amount of freight that water 
carriers take. We could not agree to pay out of the 
federal exchequer 20 per cent of the cost of water- 
borne traffic from Halifax to ports in Newfoundland, 
The other rail rates are not being changed in any 

way. It may be that having the ninety miles between 
North Sydney and Port aux Basques treated as rail 
movement would make a rate which would be more 
attractive than a water-borne rate from Halifax to 

St. John's, but it would be merely for Port aux 
Basques and nearby operations, because a through 

Peve ail rail from any point in Canada to St. Johns 
via North Sydney and tort aux Basques will be a rate 
that should be higher than a combination of the freight 
rate to Halifax plus a fair and reasonable water 

Pare rrom Halifax to St. John's. On the pall porticn- 
either within Nova Scotia or New Brunswick or 

Within Newfoundland, the federal exchequer will reim- 
burse the shippers 20 per cent to the railways. But 
it will not reimburse 20 per cent of the water freight 
from Halifax to St. John's or any other port, and it 
never has. So it is not creating anything different 


in that respect.” 


That is just a part of the statement. 


- KG< tes aq ae 4 | io has : 
oe, err? PTE at . i : 


4 > j 
re | 


eaptieg . ee svat os ees. acount & 
nee Of sieee FONBSAOKS tenet as | 

32 of eotiGk aeTi iit guetta ate tect 
det naw tobe cabtem 662) Pe 


fis iw Sia da 


ao esage don afivon' sw bp ( fobtegelas oat 


jo wrens deat fads Satitg (weaaos on 


7 -_ 5 
dom fois Udatest te sacene ond nei Pesce 
age ty Fa “WED OF SSeS Foe is ay ow isis eat 
; : <a) 
wat to dues. tog BS youpatioes, cunnee - : 
ote 


ae ue Bae ark od ss? ifeh aiorzt. 5 Pye aqnad 


oh ee 
fue tegue teed af Sto © 


z ce Wome alsa. tor ote bite tis conte. ae : 
Ceagwd 2g eatin Yeonarl awe “iver ings, “56 AL 97, ew 
. } Bae ui Heyes seypapa Ae 3407 bee Ysebye: iid | 
: scum ed bivew drwy - ayers: k oat pivow Shemevons ; : 
od zetia wot? Saks wees" sgvaW. & signs avid obese 7 
< [fonan et STGiE FE eee 68 strats . 
ea 5 Ssnmies: {SNe Lae Teer gevest Orig aeugaed it 
tL .oi : shed ad  Sretod” Gae mee Pina tte oa8t r 
j - 
‘low 2oupegtiemms sto" ies Yeabye dorom dity! 7 
+) hextewos & med teeth ae Dleons tne? . 
Widsrceiax ins ties # slg mothe G3 ana 
kan ang. a0 1d lot teu tee eer ee 


co solwenudd wei te gidvoo® svow «nia iw’ xarttte 


fhoe taupesisne Sevrsek wed _brs Ebene iat rly te 


a 


avautast ont. of ines. eq_OS arvoqatis ack send « 
‘owt paden oft fo grea Sod GR qanutatss For ittw $f | 
Ke . PGR eeddo. ye te ge” Reet . og qe ne SES eH ot st 
“oQViK agkegon gab siete tom et HM oe eat sees 

| n toga te 
Prompted atid es snug a | 


7 


7 


~ 3335 - Mr. Daley 
Mr. Williams 


THE CHAIRMAN: What page? 

MR. O'DONNELL: That is at page 622. I shall 
not take up any more time other than to point ouTy that 
the matter was discussed, I am merely putting before the 
Commission the facts as I understand them. And, as Mr. 
Daley says, they are negotiating in the hope of getting 
an arrangement which will satisfy everybody. Possibly 
that may come about before the Commission has completed 
its deliberations. 

There is this further remark: the greater 
volume of traffic which may accrue to the Newfoundland 
Railway as a result of these routes might have the effect 
of changing the deficit position that Mr. Daley referred 
to. That may be something else which should be borne 
in mind. 

Mow DALEY: I do not. Want bo-carry this @1s= 
cussion on indefinitely, but since my learned friend has 
Pererred to Hansard, I too would like to refer to Hansard, 
at page 608 of Hansard for February 16, 1949, where the 
Prime Minister -- here again many were speaking, and I 
Shall not read it as exhaustively as did my learned friend, 
because the whole discussion is set out there, and it was 
carried on by Mr. Nowlan, Mr. Isnor, the Honourable Mr. 
Chevrier and the Prime Minister. However, the Prime 
Minister had this to say at page 608: 

ie ov. Laurent: That is something also which 

was carefully discussed with the representatives 
of Newfoundland, and they were told that all these 
matters would have to be taken into consideration by 


the transport commissioners. What is provided is 


that this connection to Port aux Basques is a part 
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of the railway rate, but the maritime rate will 
apply within Newfoundland. It does not apply now to 
the traffic carried by water from Halifax to any 
point in Newfoundland; but in determining what will 
be proper rates to charge for rail movement the 
board will haveto take all appropriate factors into 
consideration. The delegates from Newfoundland 
finally were satisfied with this position; that 
we do not want to have things happen which will 
interfere with the economy of Newfoundland, and we 
do not want things to happen which will interfere 
with the usual trading practices of the maritime! 
provinces.” 
Now, Mr. Chairman, I submit that these terms of reference 
to this Commission are broad enough to consider all 
transportation matters within Canada. 

THE CHAIRMAN: Nobody questions that. 

MR. DALEY: These matters, came before 
Parliament at atime when the Newfoundland lines were not 
represented, and quite naturally, as I say, at the time 
when these statements were made by the Hon. Mr. Chevrier,. 
They had not had any opportunity to make any representa- 
tions to him at all, and, moreover, the minds of the 
members of parliament were directed to another and totally 
different thing, namely the bringing about of confedera- 
tion between Canada and Newfoundland and the terms of 
agreement to be entered into betweenthe negotiating 
parties, 

Now, I am asking the Commission to give serious 
consideration to the suggestion that we have made, that 


the Maritime Freight Rates Act should be made to apply 
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to between points. Mr. O'Donnell has mentioned bringing 
Shipments across the Bay of Fundy via the Dieta Raeg. oe 
the capacity of the Princess Helene is not such to take 
in Newfoundland cargo from St. John to Halifax. Now, 
we have done all we can to make our position clear. 

THE CHAIRMAN: Does anybody else wish to ask 

questions? 
CROSS-EXAMINATION BY MR. FRAWLEY 

Q’ MR. FRAWLEY: With respect to the concluding 
words of section 13: 

". . . and through traffic moving by water between 

Port aux Basques and North Sydney shall be treated 

ao wl=railtrartic. 
That simply means that it is to be regarded as if there 
was no water or docks, and as if the rails continued 
through North Sydney to Port aux Basques. 

MR. DALEY: Surely. 

MR. FRAWLEY: Have you any idea as to what that 
is going to mean to the annual budget provided under the 
Maritime Freight Rates Act? 

Nie DALHY: «Nose Tv dornot, We do not know the 
cost and we do not know the volume of traffic. But we do 
Say that if it moves from Halifax, it will cost us between 
$5 and $6 a ton loading at Halifax and discharging at 
St. John's, Newfoundland. We do not know the rates, 
nor do we know the volume of traffic. We do not know the 
rates which the Canadian National pay at North Sydney, or 
at Port aux Basques; nor do we know the volume of traffic 
which moves. 


MR. FRAWLEY: The receiver of freight at St. 


John's pays the rate which disregards everything between 
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the arrival at North Sydney and the departure of the 
train at Port aux Basques; is that right? 

MR. DALEY: The charge is made as though it 
were ninety miles of railway. 

MR. FRAWLEY: The rate from St. John's to Truro 
is very, very materially reduced? 

Mono :* “That is right. 

MR. FRAWLEY: But your difficulty is that you 
move from Halifax, and there is no similar provision made 
there on your water traffic from Halifax to St. John's, 
Newfoundland, and that it should be treated as all rail? 

MR. DALEY: That is right. 

MR. RAWLEY: Your traffic comes to Halifax where 
it is unloaded at some cost, then loaded again, at some 
cost, and the same operations are performed at New- 
foundland; and your people have to pay for some of the 
cost? 

MR. DALEY: Yes, as well as some wharfage 
charge as well. 

MR. PRAWLEY: But your feceiver sinvsu, Jone. 
Newfoundland, has a competitive rate by free loading and 
unloading at Port aux Basques, and until you people make 
that rate, all his traffic will go that way? 

Me; DALEY: Yes. 

MR. FRAWLEY: So you are asking for some subsidy 
for the actual stevedoring which you have to do at 
melirfax and St. John's? 

Mie DALEY: Yes. 


MR'@RAWLEY: Now, I am interested in the 


arrangements you recently made with the Canadian Pacific. 


You say that they have agreed with you to share the 


iogak? ase 

TREES Ai © iis 
epapee” (am : 
15) atthe sot, ‘a : o 


rane 


i ai : 
2 rh ® 4 , ge? : Sho | Fi isi 
fan aioe me oe, 


EAT i. ey ers) chew? af 


eae , 


ay Dt 


sat , Disipey 


ae ber oS etry Peri itt oe a" de owe vei 


dy Pads Fs cy: FP pres: Dfis: ¥ josdars sack! 7 
| 7 SAG sae ae 
. » EA ci ie ie _ 7 ; 
- : td AMA 


7 


ity, RaooweVeTA feugoe oi? 


serqdot 132 fas nerhhe 
eee, aA rtd 7 . . 
fon reagan A” on ee | 


7 a 
» bea sea vom ‘teas voit : 
" fo 


“S559 = Mr. Daley 
Mr. Williams 


disadvantage at which you find yourself in wanting to 
move traffic from Halifax to St. John's? 

MR. DALEY: I would not put it that way. They 
have agreed to put in a proportionate rate; and the 
Canadian National, I vainieid Ss going to agree, as I 
pointed out, to put in a propartionate rate, whereby 
we can get a larger share of the through rate than we 
would if we had to charge a rate equal to the difference 
between the local rate from, let us say, Montreal to 
Halifax. 

Let me give you a practical example. Let us 
Suppose, on a certain commodity, that the rate from 
Montreal to Halifax is $1.20 4 hundred pounds, while: 
the rate from Montreal to St. John's, Newfoundland, is‘ 
$1.40, That may be too small a margin: but there is 
a difference of 20¢, And unless we are able to 
negotiate this proportionate rate through agreement 
with the Canadian National, the Shipper in St. John's 
Will have to compete, first, with the Sls, But the 
railway will get $1.20, and we will get the 20¢ per 100 
pounds, I This is merely an 
illustration of the cost of loading and unloading cargo 
without anything else, It will amount to $4 a ton at 
St. Johnsand to $6 a ton in Halifax; and there are 
Commodities which we simply could not take because of 
the cost of loading and discharging in Halifax and 
St. John's, which would be greater than our proportion 
of the freight, if we did not get this 
Proportionate freight agreement negotiated with the 


Canadian National. 
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MR. FRAWLEY: I would like to talk about the 
Canadian Pacific, because the Government of Canada, for 
perfectly good reasons, gave the Newfoundland Railway to 
the Canadian National, knowing that there would be a 
deficit there every year, which would be simply added to 
the deficit which the Canadian National now has. 

I would like to know a little bit more about 
the arrangement which you might have with the Canadian 
Pacific out of St. John, New Brunswick. To what extent 
have you got a concession from the Canadian Pacific, 
Pevenuc-wise, on traffic terminating by rail in St. 

John and then moving by ship from St. John to St. John's? 

MR. SINCLAIR: Mr. Chairman, I would like to 
suggest that if Mr. Frawley has any questions concerning 
the Canadian Pacific that he wait until such time as 
Canadian Pacific witnesses are available. I think it is 
most unfair for him to ask Mr. Daley about the Canadian 
Pacific; and I am sure it is going to waste time. But 
if the Commission requires information from the Canadian 
Pacific,I am sure they would be very glad to facilitate 
your inquiry and to provide whatever information you 
require, 

MR. FRAWLEY: Putting aside Mr. Sinclair's 
soft approach about wasting time, I would like to ask 
Mr. Daley about a question in his brief. He says: 
in his brief at page 6: 

"Fortunately some measure of relief has 

been obtained because the Steamship Companies have 
been able to make an arrangement with the C.P.R., 
whereby that Company has agreed in collaboration with 


them to establishmtes divided proportionately 
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between the railway and the Steamship Companies 
from all points in Canada served by the C.P.R. 
to Cornerbrook and St. John's when Shipped from 
Canada via the Ports of Montreal and Saint John." 

THE CHAIRMAN: It is only right that Mr. Daley 
should tell us what he knows about what he himself put 
gn his brief. There is no question about that. And 
if he does not know anything about it, he can tell us. 

MR. DALEY: I shall have to plead ignorance as 
to the method by which that division was made because I 
am not a rate expert at all and I do not know. BULeL ao 
know this, that it was a better arrangement than the 
local rate would have been, 

THE CHAIRMAN: It may be Ghee Mr. Wild ams can 
tell us something about it? 

MR. SINCLAIR: Mr. Chairman, as you no doubt 
know, I am sure that Mr. Frawley knows that the question 
of division as between carriers is a matter which is not 
mede public. 

THE CHAIRMAN: Which is not made public? 

MR. SINCLAIR: No, Mr. Chairman. Mr. Frawley 
is trying to ascertain the actual division of some 
traffic, and as to how the rate is split. 

THE CHAIRMAN: But I thought you said you were 
going to produce your own witnesses? 

MR. SINCLAIR: I think he would like to tell 
the Commission that the matter of division -- that he 


would be glad to help them by giving that information to 


the Commission. But it is not a matter for Mr. Frawley. 


I do know that he is very conscious of this fact; that 


it is not a matter for Mr. Frawley to put to Mr. Daley 
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or to others, the question about the private arrangement 
aS to division, unless the Commission wants to ask about 
that matter. I submit that Mr. Frawley should wait 
until the traffic officers come forward from the Canadian 
Bac Lio). Mr. Frawley is trying to ascertain information 
about the Canadian Pacific by asking about something 
which is not filed with anybody, which is a private deal 
between two independent private enterprises. And I 
Suggest to the Commission that the proper thing to do is 
to wait until Mr. Jefferson of the Canadian Pacific is 
on the stand, and then, if Mr. Jefferson feels free to 
Oescuss it,.at. that time, it would be in order. 

THE CHAIRMAN: Why should we leave it to Mr. 
Jefferson? 

MR. SINCLAIR: What I meant, Mr. Chairman, was, 

PupjecG to your direction, of course. 

THE CHAIRMAN: Does Mr. Williams know anything 
about the questions you have put? You had better pro- 
ceed.question by question, and if you ask anything which 
you ought not to ask, you will be stopped. That tseeals, 

MR. FRAWLEY: Mr. Williams is consulting with 
his counsel at the moment. 

Now, Mr. Williams, did you take | OF ch a rim 
negotiations, whatever they were, with the Canadian Pacific, 
which culminated in the manner described in the first 
full paragraph on page 6 of Mr. Daley's submission? 

MR. WILLIAMS: That is right. 

MR. FRAWLEY: And did they take place in 
Montreal? 

MR. WILLIAMS: That is right. 


MR. FRAWLEY: And with whom? Whom did you see? 
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MR. WILLIAMS: We had a number of meetings 


with Canadian Pacific officials there, and representatives 


of the steamship companies. 

MR. FRAWLEY: And you saw Mr. C. &£, Jefferson, I 
take it? 

MR. WILLIAMS: Yes. 

MR. FRAWLEY: And you saw Mr, Gillis? 

MR. WILLIAMS: Yes. 

MR. 4 FRAWLEY: And you put to him the 
predicament of your clients, the steamship companies, the 
predicament they were facing, that of the loss of business; 
and you discussed all that with the Canadian Pacific? 

MR. WILLIAMS: That is right. 

MR. FRAWLEY: And you said that if it continued 
@2 2+ Was left by the terms of union, you yourself, 
at your own expense, would have to absorb all of these 
stevedoring costs, both in Nova Scotia and in Newfoundland? 

MR. WILLIAMS: We do certain stevedoring our- 
Selves. 

MR. FRAWLEY: And you would have to meet com- 
petitionwhich was newly created by the terms of union? 

MR. WILLIAMS: That is right. 

MR. FRAWLEY: And you asked the Canadian 
Pacific if they could do anything about 16? 

MR. WILLIAMS: That is right. 

MR. FRAWLEY: And the Canadian Pacific said 
that they could and would do something about it? or that 
they wuld consider it? 

MR. WILLIAMS: Yes. 

MR. FRAWLEY: And they did tell you what they 


could and would do about it; and what was that? 
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MR. WILLIAMS: They agreed that, Jointiy. 
the associated lines should equalize the all-rail rates 
through North Sydney. 

MR. FRAWLEY: And that meant Something in the 
way of a reduction in the Canadian Pacific revenue, 
after apportionment of the haul, the rail haul, termina- 
ting in St. John, New Brunswick? 

MR. WILLIAMS : No. 

MR. FRAWLEY: Well, if it was not done by a 
voluntary reduction in the Canadian Pacific's share of 
the haul, it would mean a loss, revenue-wise. How else 
was it done? 

MR. WILLIAMS: We agreed between us to apportion 
the through rate;so much went to the railway and so much 
went to the steamship companies. 

MR. FRAWLEY: You say that so much went to the 
railway and so much went to te steamship companies. Would 
that be before you went to Montreal to have the discussion? 

MR. WILLIAMS: Yes. 

MR. FRAWLEY: nd after you came away from 
Montreal,something else went to the railway and something 
- more went to the steamship companies than before you went 
to Montreal? 

MR. WILLIAMS: That could be so. 

MR. FRAWLEY: You say yes? 

MR. O'DONNELL: He did not say that. 

THE CHAIRMAN: Let these people answer the 
Questions. But, perhaps, before you proceed, it might 
be well if you told us what the position of the Province 
of Alberta was in this matter, Mr. Frawley? 


MR. FRAWLEY: Mr. Chairman, I am very glad that 
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you ask me that question, This is the same Canadian 
Pacific, the company which, because of the treméndous 
drop in freight revenue had to take away the 50% rate 
on live stock shipped to fairs, and had to modify the 
rates on farm machinery into Saskatchewan and Alberta, 
But now they find it possible, since union, to forego 
some of their revenue, But nevertheless, they cannot 
do it out in western Canada. 

Now, Mr. Williams, you say that that could have 
been so, and that the Canadian Pacific could have taken 
Something less for taking the traffic to St. John, and 
that the steamship companies could have got something 
more for’ taking it from St. John to St. John's? 

MR. WILLIAMS: Yes, that may be so. I know 
the division of the through route, but I have not worked 
it out as against the railways. 

MR. FRAWLEY: You say you have not worked them 
out? 

MR. WILLIAMS: Yes, to see whether they are 
greater or less than the Canadian Pacific would get 


ordinarily, under the domestic rates. 


MR. FRAWLEY: I find it difficult to understand: 
unless you got a concession from the Canadian Pacific. 
You went there to get a concession from the Canadian 
Pacific? 

MR. WILLIAMS: Not necessarily. The arrange- 
ment was necessaryto both Canadian Pacific and the 


Steamship companies. 


MR. FRAWLEY: But the mere fact that you had 
to go to Montreal to discuss these matters, it seems to 


me, was obviously for the purpose of getting a concession, 
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rate-wise, from the Canadian Pacific? 

MR. WILLIAMS: No. It was to enable us to 
eet trattic which, otherwise, would be lost to us. 

MR. FRAWLEY: That is true. They were faced 
with a loss of traffic, and with a loss of revenue, and 
they thought by entering into this arrangement, they could 
keep the traffic moving into St. John, New Brunswick, on 
a competitive basis, I suggest to you that that must 
have meant a concession, revenue-wise, from the Canadian 
Pacific; otherwise, how else? 

MR. WILLIAMS: I am not prepared to say. 

MR. FRAWLEY: That is my position and my 
Justification for developing this kind of thought. 

THE CHAIRMAN: What have you to say, Mr. 
Sinclair? 

MR. SINCLAIR: I think I should say the 
Canadian National, after the entry of Newfoundland into 
confederation, had a route for the movement of traffic 
at certain rates. The Canadian Pacific did not have 
such a route. It, therefore, with the assistance of 
the other carriers, the steamship carriers, set up a 
route, and on that route made divisions, as is the normal 
procedure. Otherwise, it would have got no business at 
atl, 

How Mr. Frawley could make such a wild statement 
as he has done, in view of that somewhat simple fact, 
is more than difficult for me to understand, because it 
comes down to the question as towhether it is better for 
US to carry traffic and make some money, or not to carry 
traffic at all, so that the farmers of Alberta would 


have to pay higher freight rates to keep the Canadian 
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Pacific in business than they are doing today. 

MR. FRAWLEY: We have heard all that at least 
fifty times before, 

MR. SINCLAIR: But he does not seem to understand 
Poeyet, Mr. ‘Chairman. 

THE CHAIRMAN: Has anybody else got any 
questions to ask about this matter? 

MR. COVERT: Mr. Chairman, I wonder if, per- 
haps, somebody could give me some information as to 
whether this rate, which goes partly by rail and partly 
by water; is expressed in a single sum? 

MRy DALEY: Yes, certainly. We quote to 
the two carriers. 

MR. COVERT: I am thinking about the Canadian 
Pacific. 

MR. DALEY: It is a single rate that we quote. 

MR. O'DONNELL: Cents per hundred pounds? 

MR. DALEY: Yes, that is correct, from police 
in the interior to Newfoundland. 

EXAMINATION BY MR. COVERT 

MR. COVERT: There are a few questions. First, 
presumably, if a subsidy was to be granted, then, per- 
haps, an important feature of that would be as to the 
essentiality of the service. Isn't that right? 

MR. DALEY: I feel that 18 one feature of it, 
yes, certainly. 

MR. COVERT: Or, if it could not be shown that 


these services were essential, would it not be rather 


difficult? 


MR. DALEY: I submit not, and for this reason: 


if this bridge had not been artificially built across 
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the Straits of Canso, the argument would fall to the 
ground. But the minute you take two natural routes, 
and destroy the one by building an artificial bridge, 
then you set the ordinary laws of economics out of 
balance, and you must do Something to sustain the other, 
or else they will go. It may be a question of national 
policy as to whether or not the government of this country 
wants, eventually, to eliminate the steamship business 
to Newfoundland and make it an all-rail business. A 
that is the national policy, I could not think of any 


better way to go about it. 


(Page 3355 follows) 
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MR. COVERT: That is the point I want to come 
to. Then it would seem to me that in effect you say 
these people ‘have a vested interest now; they were 
carrying on this business, and now they are being 
driven out by national policy. 

MR. DALEY: Not orly by national poliloy, but 
eeo further and I say by national Subsidy, or whatever 
way you may want to put it -- by contribution of the 
national exchequer. 

MR. COVERT: And by what you say is forcing 
an uneconomic means of transportation? 

Mie DALEY: That is exactly it == and an 
unnatural means; I say it is an unnatural means of 
transportation to carry freight to the Island of 
Newfoundland by rail, when it has been done throughout 
the history of the country by water. 

MR. COVERT: Now, the rail line or the water 
line that is being made an all-rail route, I am informed 
that is treated as 100 miles instead of 90, that goes 
to Port aux Basques, and as I understand from you 
Only about orwe-saventh of the goods that are taken to 
Newfoundland by sea have gone ove» that route? 

MR. DALEY: That was my understanding, prior 
to Confederation. I think it will probably be altered 
now. 

MR. COVERT: And Port aux Basque is not the 
Place where the main center of population of Newfoundland 
is? 

MR. DALEY: Not by any means, no. 

MR. COVERT: Your steamship lines run to those 


places? 
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MR. DALEY: That is right; the main points are 
St. J°hn's, Cornerbrook, Grand Falls and Buena Vista. 
MR. COVERT: After the traffic goes over the 
railway to North Sydney, and then what is considered 
as an all-rail route -- that is, from North Sydney to 
Tore aux Basques -- they must: carry the goods over the 
feaiway System to -- 
MR. DALEY: Much of it without population. 
MR. COVERT: Now, I presume that the railway 
system of Newfoundlandms not proved to be a paying 
proposition? 
MR. DALEY: Well, I think I said it was under-~ 
Stood to have lost over a million dollars before Con- 
federation annually. 
MR. COVERT: Now, when the steamships 
take their goods to St. John's and Cornerbrook -- 
those are the main ports of call, are they not ? 
MR. DALEY: Correct. 
MR. COVERT: Then the people there have to 
look to the railways to distribute the -- 
MR. DALEY: I would say not to any extent. I 
doubt if we take in five per cent of our cargo which 
goes by the railways to St. John's. Cornerbrook is a 
little different, but there is a large center of popgu- 
lation around St. John's in the Avalon Peninsula which 
18 serviced by trucks, and then coastal steamers, 
Small coastal boats, pick it up there and take it along 
the coast north and south where no railway lines are 
at all. 


MR. COVERT: Where do most of the goods that 


come into Port aux Basques g0? 
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MR. DALEY: Most of the goods that go into 
Port aux Basques, I would Say a large percentage of them, 
go to Cornerbrook; some go to Grand Rallis, some ¢o toe 
THE CHAIRMAN: How do they get there? 
MR. DALEY: They go by rail, rail almost entirely. 
-- various points served by the Newfoundland Government 
Railways. 
MR. COVERT: Another question I wanted to 
take up with you, Mr. Daley, was the question, is there 
any regulation of the rates that the steamship owners 
have now in effect or that they have had in effect, or 
is the rate merely based on competition? 
MR. DALEY: The rate is based on competition 
entire ly. 
MR. COVERT: Now, have most of the steamship 
lines that have been going to Newfoundland not belonged 
to one association? 
MR. DALEY: Yes, but the rates of that 
association have been fixed, I would say by competition 
of schooners and competition of independent carriers 
who are not in the association at all. 
MR. COVERT: : There have been brief submittéd 
to the Commission that perhaps the rates of these 
Steamship linesshould be regulated; what do you say as 
to that? -- that they should be supervised by a board 
Bemiiar to the B.T.C.? 
MR. DALEY: The Board of Transport Commissioners, 
you mean ? 


MR. COVERT: Yes. 
MR. DALEY: Well, I would not like to answer 


that question at the moment. There are certain advantages 
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of it, but there are certain disadvantages of it. If 
all carriers were so Subsidized or were SO required 
to submit, if all carriers between Canada and Newfoundland 
were required to submit their rates to the Board of 
Transport Commissioners, there might be something in 
it, but it would not be fair to require certain 
carriers to submit their CAVES CO Le lows taritiy 
and to allow other carriers to shoot av that tariff 
and by competitive methods, unfair competitive methods, 
destroy the established lines. What I have in mind 
#5)t0is, that a great many small schooners come into 
ports like Halifax particularly and load cargo with their 
Own crews; they do not pay standard wages, they do 
not insure, and they can take at a lower rate, 
a very much lower rate, because they do not pay 
Stevedoring, they do not pay $1.15 or $1.25 or whatever 
the stevedoring rate may be, and unless all are required 
to submit to regulation none should be required to 
Submit to regulation. That is my submission on that. 
MR. COVERT: Now, there was one other thing 
Breaddition: if the M.F.R.A. applied to carriage of 
8oods by sea, would that answer most of your problems? 
MR. DALEY: If what applied? 
MR. COVERT: The Maritime Freight Rates Act. 
MR. DALEY: It would greatly assist, it would 
Greatly assist. 
MR. COVERT: Would the combination of 
that plus the agreement which you were discussing -- 
MR. DALEY: This agreement will greatly 


assist, it will greatly assist. Without the agreement’ 
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with the C.P.R. and the CaN.R., the proportionate rate 
agreement, our position with Halifax and Saint John 
would be almost impossible, because with many commodities, 
eevecially bulk commodities, the cheaper class of com- 
modities, we would have to carry at a lower rate than 
our stevedoring costs. There has been no reduction in 
the stevedoring costs with Newfoundland: in fact, the 
tendency has been the other way; there has been a 
le per cent increase in Stevedoring costs since the union 
between Canada and Newfoundland, and the Cendency 16 
continuously in that direction, and if our costs of 
loading cargo are going to continue to go up and we 
are going to have to continue to take lower rates and 
to spend larger sums of money to insure the cargo, 
you can see where the steamship companies will be; they 
will be out of business. 

MR. O'DONNELL: They will be right where 
the railways are. 

MR. DALEY: They will be out of business. The 
railways are so much larger that they -- 

THE CHATRMAN: Is it your feeling that the 
public or a part of the public may suffer in that 
event? 

MR. DALEY: I think that is the situation, 
Mr. Chairman, I submit that they would. 

THE CHAIRMAN: What part of the public would 


Suffer? 
MR. DALEY: I submit for one thing -- and I 


think the C.N.R. would be the first to admit this, 
as least I would be surprised if they were not -- 


without great cost the C.N.R would be un@ble to handle 
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via their rail lines in any event the volume of cargo 
moving into Newfoundland, and they could not do that 
immediately -- it would be over a period of years that 
they would require to do that -- without great cost. 

The second point is the matter of policy: 
is it going to be a matter of policy to eliminate private 
enterprise from the transport industry in Newfoundland: 

me third point is Ghat that Breat. buik of 
the population in Halifax, Saint John and Newfoundland 
which all seaports have who depend for their livelihood 
upon the loading and discharging of cargoes would suffer 
severely if this trade were shut off -- and to some 
extent in Montreal -- suffer very severely. That is the 
problem from a public point of view and from the viewpoint 
Sieene port, the port of Halifax, the port of $t. John's 
and the port of Charlottetown -- Charlottetown has not 
been mentioned here to-day, but in due course we will 
hear a brief from the Prince Edward Island Government, 
and I am confident that they will take the same view, that 
it would be a very unfortunate thing if the steamship 
companies were forced to the wall by these competitive 
Situations. 

MR. COVERT: Just one remaining point that I 
want to take up with you, Mr. Daley, and that is the 
Question as to the jurisdiction of the Canadian Maritime 
Commission over these lines. Do you come under the 
Canadian Maritime Commission at all? 

MR. DALEY: What do you menn? In what 
respect? We certainly do. The Canadian Maritime 
Commission are very helpful in doing everything they 


Can to be of assistance to us. 
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MR. COVERT: What I was trying to come to 
was, has the question of subsidies or anything been 
taken up with them? 

MR. DALEY: J have discussed with Mr. Clyne 
the question, but not since the first of Aprick. ox, the 
middle of March, and at that time he told me that 
he would certainly take it into consideration, consider 
the question. 

MR. COVERT: Is it a matter with which they 
Gould deal? 

MR. DALEY: I don't know; I suppose they could. 
The Maritime Commission would certainly subsidize the 
individual steamships, but for some reason or other I 
do not believe Mr. Clyne feels that way, although he 
can certainly speak for himself, and I am not speaking 
for him, and I do not want to be taken as speaking for 
him, but it is certainly our feeling that we want 
fo evyOid subsidies as such if it is at all possible. 

We do not think it is sound, we would rather operate 
entirely on our own, but of the two bases, if we could 
not get both things that we are asking for, personally -- 
and I am only speaking for myself -- I would far rather 
See the Maritime Freight Rates Act applied to relieve 

us than a subsidy proposition on the loading of cargo. 

MR. COVERT: Are these ships, shipping lines, 
Subsidized in any way now? 

MR. DALEY: No -- well, none of ours, none 
er the clients which I represent. There is one line 
that has a subsidy from the Dominion Government for 
carrying cargo from Prince Edward Island, but that 


Subsidy expires at the end of this present season; it 
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was given under extraordinary Circumstances, and it 
expires at the end of the present season. Whether it 
will be renewed or not I do not know, of course. 

MR. COVERT: Just one final question: are you 
in favour of the Maritime Commission regulating rates? 

MR. DALEY: Well, you asked me that question 
in another form -- the Board of Transport Commissioners -- 
and my answer to that was that I would like to have time 
to consijter that and discuss it with my clients. I said 
that I would certainly be against them regulating rates 
unless they regulated all rates. It would be unfair to 
regulate the rates of the established steamship lines 
without regulating the rates of the schooners as well 
and the conditions under which they should operate. 

MR. COVERT: Would you think that all trans- 
portation rates should come under one body rather than 
under numerous bodies? 

MR. DALEY: I would like to reserve my opinion 
On that. If you ask, I will discuss it at a later date 
with my clients and submit a supplementary opinion. 

COMMISSIONER INNIS: Do any of your clients 
Operate between American ports? 

MR. DALEY: Yes. 

COMMISSIONER INNIS: Are they under the 
Jurisdiction of the Interstate Commerce Commission? 

MR. DALEY: I assume they are. Mr. Barnstead 
is here. Are the Furness rates under the jurisdiction 


Of the Interstate Commerce Commission -- shipments 


Originating in New York? Mr. Walter Barnstead, 


the manager of the Furness Withy Company Limited, is 
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here. OMe of the Commissioners asked if your operations 
out of New York are subject to the Interstate Commerce 


Commission regulations. 
WALTER 0. BARNSTEAD, called. 


MR. BARNSTEAD: Our quoting of rates, the 
rates that are applicable are under the jJurisdicri6en 
of the Interstate Commerce Commission. 

COMMISSIONER INNIS: They must be approved 
by them? 

MR. BARNSTEAD: They must be approved by them. 

Mat DALEY: That.is, from New “York. 

MR. BARNSTEAD: From New York only. 

COMMISSIONER INNIS: New York to other American 
ports, or to Canadian ports as well? 

MR°OBARNSTEAD: No, our bdoavs “are Brivishetlag, 
and they cannot trade between American ports; they must 
Bom Orelgn, in other words. 

COMMISSIONER INNIS: But they do exercise control 
over rates between American and Canadian ports? 

MR. BARNSTEAD: To Newfoundland particularly, 
and I would think Halifax as well although I am not too 
eure Oh that point. 

COMMISSIONER INNIS: What is the extent of 
the traffic between American ports and Canadian ports? 


Is that the bulk of it? 
MR. BARNSTEAD: Well, before this Confederation, 


yes, it was. We were getting eight and nine hundred 


tons in a ship, or eleven hundred tons; to-day we are 


Setting two or three hundred tons. 
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COMMISSIONER INNIS: The amount of traffic from 
American ports to Canadian ports is greatly reduced? 

MR. BARNSTEAD: Particularly to St. John's; 
meee tailing off practically seventy per cent. 

COMMISSIONER INNIS: And this is as a resuly 
of the arrangement with the C.P.R.: 

MR. BARNSTEAD: No, no; the C.N.R. 

MR. DALEY: The quotas, duties, and exchange. 

COMMISSIONER INNIS: Your headquarters are 
in England or -- 

MR. BARNSTEAD: London, sir. 

COMMISSIONER INNIS: Is that true of all your 
Clients, Mr. Daley? 

MR. DALEY: No. The Furness Red Cross and 
Furness-Warren Lines are in England, and Newfoundland- 
Canada Steamships is a local company here in Halifax. 

MR. O'DONNELL: Just one question, Mr. 
Barnstead. Would you not say that the traffic that 
you were getting just before Confederation into New- 
foundland was all merchandise that was being imported 
prior to the coming in of Confederation and the 
application of the Canadian customs tariff and things 
of that kind? 

THE CHAIRMAN: Would you please repeat that, 
What is it you are asking: 

MR. O'DONNELL: I will put it in another way. 
I asked Mr. Barnstead if the volume of traffic which 
I understood he said was going into Newfoundland out 
Of New York just prior to Confederation was not due 


to the fact that the Newfoundland people were importing 
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American goods in considerable quantities before Con- 
federation and before the coming into effect of the 
Canadian customs tariffs, and that that would account 
for the volume at that time, and that now it has dropped -- 

THE CHAIRMAN: When you say before Confederation, 
wiat date have you in mind: 

MR. O'DONNELL: The Confederation of Newfoundlend, 
miertirst of April, 1949. 

MR. BARNSTEAD: What you are trying to infer, 
I think, is that two or three months prior to the entry 
of Newfoundland into Confederation the ships were 
extremely heavy. That is not the case; they always 
were. 

MR. O'DONNELL: They always were? 

MR. BARNSTEAD: Yes. 

MR. O'DONNELL: And as a result of coming 
into Confederation the importation of American goods 
has dropped off? 

MR. BARNSTEAD: Surely. 

MR. O'DONNELL: That is all, thanks. 

MR. P. J. LEWIS: Mr. Chairman, I represent 
Newfoundland, and I would like to ask Mr. Barnstead 
a Question. 

Mr. Barnstead, would you tell us how the 
volume of freight traffic moving out of Halifax and 
Saint John from ‘pril 1949 to date compares with the 
volume lifted by your ships out of Halifax from April 
1948 to the same date? 

MR. BARNSTEAD: It has fallen off considerably. 


MR. LEWIS: What would the percentage be? 
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MR. BARNSTEAD: It is rather difficult to Say, but 
we have had two boats here lately at about a hundred 
tons; normally they would be anywhere from two hundred 
and fifty to three hundred tons before this periods 

MR. LEWIS: I mean, taking an over-all 
picture, how does the volume of traffic that you Lify 
over that period compare? 

MR. BARNSTEAD: Do you mean by our lines, or 
eee lines 7 

MR. LEWIS: Furness Red Cross. 

MR. BARNSTEAD: Oh, it has fallen off consider- 
ably. 

MA. LEWIS: That is traffic. originating 
in Canadian ports? 

MR. BARNSTEAD: Originating in Halifax-or 
Saint John, yes. 

MR. LEWIS: And do you think that North 
Sydney can handle the voluneof traffic that must 
flow from Canada -- 

MR. BARNSTEAD: Mr. Lewis, I am not ina 
position to answer that. 

MR. LEWIS: Well, your witness said that the 
volume of traffic lifted through North Sydney is 
One-seventh of the total; is that an accurate figure? 

MR. BARNSTEAD: I don't know; I can't say; 
but I do not see how, from the point of view . of the 
Situation as it is in North Sydney to-day, and their 
accommodation and what they have to work with, they 
can handle a hundred per cent of the traffic through 
that port. I do nat see how it is possible. 


They haven't the facilities. You must have the 
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facilities to handle cargo, I should think. 

MR. DALEY: Mr. Chairman, I would like to 
correct the speaker, because he referred to what I said. 
I did not say that the volume of traffic moving through 
Port aux Basques was one-seventh of the total. What I 
Said was this, that it was my understanding that prior 
to confederation about one-seventh of the total of 
the traffic moving from Canada moved through Port aux 
Basques. I have no means of knowing what it is now, 
and the figure that I am quoting as one-seventh is purely 
from memory and it is purely my understanding; it may be 
entirely inaccurate. 

MR. LEWIS: Well, is it your suggestion that 
the North Sydney facilities can handle another six- 
sevenths? I do not know which of you is supposed to 
answer the question, but I would like to get the re- 
ecvion. 

MR. BARNSTEAD: From the point of view of a 
practical steamship man, I would say they could not handle 
it. You must have facilities to handle cargo, and I 
know very well that North Sydney has not got a hundred 
for cent. 

MR. LEWIS: Is the inference, then, that the 
Newfoundland Railway facilities should be increased 
accordingly? 

MR. BARNSTEAD: I have no remark to make 


On that at all, sir. 


THE CHAIRMAN: Mr. Covert, I think we will 


adjourn now. 


MR. O'DONNELL: I would just like to be sure, 


my lord, that a number was given to that Hansard. 
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MR. COVERT: You want it put in as an exhibit? 
MR. O'DONNELL: Yes; it is Exhibit 45, I take 


EXHIBIT NO. 45 -- Hansard of 
February 17, 1949. 


---The Commission adjourned at twelve fifty-five p.m. 


until two-thirty p.m. 


(page 3373 follows) 
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Haliteoy Weg 
July 12, 1949. 


AFTERNOON SESSION 


THE CHAIRMAN: Very well, Mr. Covert. 

MR. COVERT: The next submission is that of the 
Transportation Commission of the Maritime Board of Trade, 
which will be presented by Mr. Rand Matheson. 

MR. FRAWLEY: Before my friend, Mr. Smith, 
introduces the next witness I should like to make a very 
brief statement with regard to something that Mr, Sinclair 
said this morning. I went to the trouble of having it 
transcribed, and for the sake of convenience I will read 
what Mr. Sinclair said. Toward the close of the morning 
Pesst0n' Mr. Sinclair said: 

"I think I should say the Canadian National, 
after the entry of Newfoundland into Confederation, 
had a route for the movement of traffic at certain 
rates, The Canadian Pacific did not have such a 
route. It, therefore, with the assistance of the 
other carriers, the steamship carriers, set up a 
route, and on that route made divisions, as is the 
normal procedure. Otherwise, it would have got no 
business at all. 

How Mr. Frawley could make such a wild statement 
as he has done, in view of that somewhat simple fact, 
is more than difficult for me to understand, because 
it comes down to the question as to whether it is 
better for us to carry traffic and make some money, 


or not to carry traffic at all, so that the farmers 
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of Alberta would have to pay higher freight rates to 
keep the Canadian Pacific in business than they are 
doing today." 

Mr. Chairman, I want to make it clear that there 
is more to this question of divisions than may meet the eye 
at the moment. It is true that the other divisions have 
been kept as information only passing between the carriers, 
ferecail one time asking the chief traffic officer of the 
Board about it, and the chief traffic officer of the Board 
told me that the division Sheets were never made public. 
Thanks to this instance, and it is only ‘an “illustration = 
and I am only interested in this Maritime business of 
Newfoundland as an illustration - we find now that the 
Canadian Pacific has made some division with the steamship 
carriers on a through rate from central Canada to 
Newfoundland. 

I say that the principle involved is this, Is 
the Canadian Pacific's share of that through rate a 
compensatory rate or not? Mr. Sinclair says it comes dow 
to the question of whether "it is better for us to carry 
traffic and make some money or not to carry traffic at 
all." It is not a question of Mr. Sinclair's word. It 
1s a question for the Commission and for the public, for 
the people of Alberta if you like, to know whether or not 
the share which the Canadian P.cifie has been content 
to accept of this through rate is compensatory. I think 
that is vital. That is the principle that is involved 
because if it is not compensatory, if they have been driven 
to do this by the action of the government of Canada in 


dealing with the Canadian National Railways, these 
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questions of high policy with which I am not quarreling at 
all, of course, if because of that the Canadian Pacific 
has been driven to so divide the through rate from 
Montreal to St. John's, Newfoundland, so that its share 
descends to a point where it is not compensatory, then I 
say that is a matter of great concern to all of the people, 
all of the users of the railways all over Canada, and it 

2s 4 matter of interest to this Commission. 

Whether or not I am to be allowed to see the 
division is of comparative unimportance here and now, 
Whether or not at later sessions Mr. Sinclair's clients 
will give us that division sheet openly for the record is 
a matter of secondary importance, but I do say, Mr. Chair- 
man, that it is a matter of great importance to the Com- 
mission whether or not these division sheets must continue 
to be kept secret. I do not use the word "secret" in 
any improper sense. I mean kept as a matter of railway 
knowledge alone. Whether that is a sound) printipleumor 
whether it is unsound, it hides from the public the 
important fact as to whether the Canadian carrier's 
Snare of the through rate is compensatory, or have they 
been driven by competition to accept something less than 
a compensatory rate? 

THE CHAIRMAN: You mean if it is a competitive 
rate then at least it should conform with the principles 
surrounding competitive rates laid down by Mr. Walker. 

MR. FRAWLEY: Laid down by Mr. Walker, and with 
of us will have something to say 


respect to which some 


later. That is precisely the point. “I take todt cere 


competitive rate. I think perhaps one might so describe 
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it, but it must conform to those essential elements which 
must be in every rate as to whether or not it is compen- 
satory. That is the importance of it, and that is why I 
think the Commission must know what the Canadian Pacific 
Railway is getting to haul that freight to St... John's. 

MR. SHEPARD: If I may, I should like to associate 
myself with what Mr, Frawley has said. It does seem to me 
to be an important question of principle. As I recall Lt, 
Mr. Sinclair said this morning that this division was a 
private agreement between two private enterprises. In an 
ordinary business way I would say that was quite in 
order, but here we have the Canadian Pacific Railway 
which is subject to regulation by the Board of Transport 
Commissioners, and is in the nature of a public utility. 
It does seem to me that as a public utility it must 
expect its records to be subject: to public scrutiny. 
Whether or not that scrutiny is by the Board of Transport 
Commissioners, I do not propose to go into that at the 
moment. However, I certainly endorse what Mr. Frawley has 
Sasa, namely, that if on the division of the rate; the 
Penedian Pacific in this illustration, should be carrying 
traffic in a non-compensatory manner, it must mean that 
the rates in some other parts of the country, assuming 
that the Canadian Pacific Railway is making its proper 
profit , are higher than they should be. Therefore we 
have a vital interest in that as a matter of principle. 

THE CHAIRMAN: I think we understand that point. 
If that is all, we will now hear from Mr. Smith. 

MR. SMITH: I propose to ask Mr. Matheson some 


Questions in order to qualify him. He thinks it is rather 
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invidious that he should dilate upon his own qualifications. 


RAND HH, MATHESON - Called, 
ce HT FEO 


EXAMINED BY MR. SMITH: 

Q Mr. Matheson, what is your position? 

A I am transportation manager of the Transportation 
Commission of the Maritime Board of Trade. 

Q This organization consists of various boards of 
trade in the different towns and cities in the Maritime 
Provinces? 

A Yes, there are Ninety-four affiliated boards of 
trade throughout the Maritimes with a membership of between 
5,000 and 7,000, 

Q How is this Commission constituted? 

A This Commission, while under the aegis of «the 
Meritime Board of Trade, is authorized and approved by the 


three provincial governments, and supported financially by 


them. 
Q When did this Transportation Commission come into 
existence? 


A In 1925. Shortly after the horizontal freight 
rate increases of the twenties, and before 1920, which 
reflected on the economic conditions that existed in the 
Maritimes, a so-called Maritime Rights Committee was formed 
consisting of businessmen from various parts of the Maritime 
Provinces. From that inception the Maritime Transportation 
Commission, with that short term, was evolved. 

Q What were the objects of this Association? 


A The primary object of the Transportation Commission 
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is to assist persons and industries in the Maritime Prov- 
inces to obtain the best transportation service possible 
at the lowest possible cost. 

Q In general terms what do your activities consist 
OL. 

A We act and assist persons and industries through- 
out the Maritime Provinces in connection with transporta- 
tion problems of various kinds, In that regard we check 
Over all freight rate tariffs that are issued by Canadian 
carriers, or I should Say most Canadian Carriers, and also 
tariffs issued by American railroads, to ascertain any 
changes which might have detrimental consequences on 
industries located on our lines. 

In addition to that we also follow the changes 
which might have an impact in regard to the Maritime 
Freight Rates Act. If the matter happens to be of a 
general nature - as an example we will take the whole of 
the Maritime Provinces - on any rate matter or any trans- 
portation matter or question of service, whether by 
aeroplane, by water or railway, we render our assistance 
and advise shippers, and if it is of such a general 
nature that it justifies action on behalf of all the 
provinces, all persons in the provinces, then we proceed 
With the matter to the proper regulatory body. 

Q Yes, Mr. Matheson; Now, how is the membership 
of the Commission constituted? 

A There are eighteen members, six of whom are ex 
officio. The voting members are appointed as follows: 
the Maritime Board of Trade, three from New Brunswick, 


three from Nova Scotia, and one from Prince Edward Island, 
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The governments of the Maritime Provinces, two from New 
Brunswick, two from Nova Scotia and one from Prince Edward 
Island. 

Q Now, Mr. Matheson, coming down for a moment to 
your own personal qualifications, you have been Manager 
of the Maritime Transportation Commission Since 1925? 


A pitice. 1934 . 


Q And are you a graduate in commerce from Dalhousie 
University? 
A Yes, having specialized in transportation. 


Q When did you graduate? 

A In 1929. 

Q Have you served with the Transportation Commission 
continuously since your appointment in 1934? 

A I have served with the Transportation Commission 
as Transportation Manager since that time. . During, the 
war I was released to the division of mobilization of 
humans ,materials and resources, Department of National War 
Services, at their request to serve on a committee of 
four representing various sections of Canada. 

Q Did you have some further connection with war 
activities? 

A I was subsequently lent to the Department of 
Munitions and Supply at the request of the Wartime 
Industries Control Board as Special assiaetent ta tue 
chairman of that board, first Mr. Henry Borden, C.M.G., 
and subsequently Mr. Gerald Godsoe, C.B.E. My duties 
there were in connection with co-ordination of transport 


controls during the war within the Wartime Industries 


Control Board. 
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Q Later did you serve on another Commission. 

A Subsequently, or perhaps I should Say at the same 
time that I was more or less finishing off my work with 
the Wartime Industries Control Board, at the request of 
the Royal Commission on Coal I was lent to them as Trang- 
portation Advisor and served with them until I submitted 
my report. 

Q Did you continue your duties as Transportation 
Manager for the Maritime Transportation Commission? 

A In the meantime I continued my duties as Trans- 
portation Manager for the Maritime Transportation Commis- 
e20n, 

Q How many years experience do you say you have 
had in matters of transportation? 

A I have had more than twenty years in transporta- 
tion matters, involving industrial traffic management 
with the Dominion Steel and Coal Corporation, Commercial 
Traffic Management, which is the nature of my present 
work, steamships, five years, etc., and embracing all 
media of transport in one form or another. 

Q Have you appeared before boards or commissions at 
various times? 

A I have made appearances or presented cases on 
behalf of persons and industries in the Maritimes before 
the Board of Transport Commissioners, the Interstate 
Commerce Commission, the United States Civil Aeronautics 
Board, the Air Transport Board, and I also appeared before 
the Jones Commission, I think two or three days after my 


appointment, and also the Sirois Commission. 


Q On whose behalf are you submitting your brief? 
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A At this point I desire to make iticlear thar the 
Transportation Committee is not Submitting its brief on 
behalf of the provinces of Nova Scotia, New Brunswick and 
Prince Edward Island, as it is my understanding that 
Separate briefs will be submitted by each of those prov- 
inces. 

Q You have a brief which you have filed, and 
I understand you propose to read it with the permission of 
the Commission. 

A Yes. Mr. Chairman, would it be permissible for 
me to sit down to read this brief? 

THE CHAIRMAN: Yes, 

THE WITNESS: I might say that while there are 
two volumes here I only propose to read volume 1 as I 
have annotations in connection with volume 2 throughout 
the brief where I refer to them. I want to thank the 
Commission for allowing me the extra time between the LS ch 
of June which was the original deadline, and the first of 
July, as it facilitated us tremendously in preparing our 
brief. I would have liked to have had more time, but 
perhaps you would have had another volume. Mr. Chairman, 
there are some errata as to which we have now sent in 
extra sheets. It was impossible for us to proofread our 
report, as clearly as we wished, in the time we had avail- 
able. With your permission I will sit down to read, and 


will start with the introduction. 


SUBMISSION OF THE TRANSPORTATION COMMISSION 
OF THE MARITIME BOARD OF TRADE TO THE ROYAL 
COMMISSION ON TRANSPORTATION 
INTRODUCTION 


The first part of this brief is directed 
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principally to Section 2(a) of the Terms of Reference to 
the Royal Commission under Order in Comet PVG, 6033, 
dated December 29, 1948, although references will be made 
also to some relevant matters which will be developed more 
fully under Sections 2 (b) to 2 (f£) inclusive of the 

Order in Council in Parts Two to Six inclusive of this 


brief under the following headings: 


Part Two - The Regulation of Rates under the 
Railway Act; 

Part Three - The Capital Structure of the Canadian 
National Railways 

Part Four - In the Matter of the Present Day 
Accounting Methods and Statistical 
Procedures; 

Part Five - The Canadian National-Canadian Pacific 
Act 1933; 

rari pix Transportation Legislation and Other 


Features of the Railway Act under 
Changed Conditions. 


It cannot be gainsaid that transportation exerts 
a tremendous influence upon the location and development 
of economic enterprise. Indeed, the transportation factor 
is one of the most important criteria in the locational 
pattern of industry. In so far as the Maritime Provinces 
are concerned events and pronouncements prior to Confeder- 
ation, Section 145 of the British North America Act, 
Government policy in respect of rates on the Intercolonial 
Railway prior to World War 1, the findings of the Royal 
Commission on Maritime Claims, and the Maritime Freight 
Rates ict, 1927, indicate that one of the principal 
desiderata for the economic development of the Maritime 
Provinces within the man-made political boundary of Canada 


is efficient low-cost transportation to obviate distance 
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in an artificial east-west pattern. A reasonably fair 
participation of the Neretanee ae the economic development 
of Canada dictates that, relatively and absolutely trans- 
portation costs must be kept at a minimum. The transporta- 
tion factor is inextricably involved in the extent to which 
the products of the Maritimes from fishing, mining, 
agriculture, forestry and manufacturing, can participate 
more or less in the Canadian and United States markets. 

A disadvantage in rates to Maritime producers, as compared 


with other producers variously situated, requires a com- 


pensating advantage, 


Page 3385 follows 


' s " 
* For the purpose of this Brief the words Maritimes > 
ers eane" cane "Maritime Provinces" include the Provin- 
ces of Nova Scotia, New Brunswick and Prince Edward 


Island. 


— 


wsag 30 faow dene ce rota ae 
me: 

8 “gaint ad 0 aoideqee : 

jou tials ding podades®, 


a3 ‘yitieneeest ie 
pact wines 


ao yistulceds ton % 


send ott econ goto ¢ 35 toon od gags etBGo. okes 


bow fovnt vides tadxenk ot nosost 0 
gantibrem oft Yo ed ouborg dt,“ 


ri dun daa aol lL yor 
yiyidasg 456 ‘gntden am pas yiiestot ue sou. a) 


peEAY bos serbandd say oe gust’ *9 sae 


‘tee0M OF BetSt AE ound ne vbee 26. & 


Bes as Oo) pik ie | 2h), 
S29 Bene 4 .pedsotts YlavortEy aysouboud = tenio Hoe 
Ee i 
aSgntRsVhe antigeted. 4 
PSP aiees 
' 
/ 
¢ 
. 
’ 
-* 
oy eee) Fe Se a ace cae Md a ayo pre 
So Sea EAE a a Rahs << Eo 2a) TO = ey ees Bl 
a : uM ee eee : 
weer xfit abil : ee ket TAM “a 4) Vas 
ae : Lcicecstts, Stent ah 
Ree | Bite : frag ict van oe ,pitorxe oy of Is 


BOOS Mr. Matheson 


The extent to which there has been and will be 
exploitation of the fishing, mining and agricultural 
resources of the Maritime Provinces, commensurate with the 
economic development of Canada as a whole, has been and 
will be determined by the cost of transportation from 
various other sources of Supply to the principal markets, 
relative production costs, location of the markets, 
pricing policies of producers located elsewhere, and 
national and international trade policies. 

Variations in the relative Drosperitysor 
fishing, agriculture, mining, forestry and manufacturing 
in the Maritimes, have resulted from differences in the 
laid-down costs of these products, and the quality of 
Services as compared with those of other sources of 
supply. Subventions on coal, for example, and the Feed 
Grain Freight Assistance Policy constitute arrangements 
to remove the disadvantage of distances and, consequently, 
to encourage production. The economic development 
which has taken place in Canada since Confederation has 
indicated a tendency for manufacturing to be located close 
to the market. Industrial agglomeration, assisted by 
the National Policy, is evident in the Central Provinces 
of Ontario and Quebec where more than sixty per cent of 
Canada's population is located. 

The relatively limited market in the Maritimes 
for manufactured products has had the effect of restrict- 
ing the fabrication of materials on a large scale, and 
in instances in which some success has been manifested 
it has been due to either: 

‘1. The insignificance of the transportation 


factor in relation to value and/or consumer 


demand; or 
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a The preponderant importance of the material 
resources; or 

3S The relatively low production cost with which 
the industry has been favored, thus enabling 

the absorption of differences in transportation, 

Some manufacturing industries have established 
near the raw materials because, among other reasons, the 
loss in conversion in the manufacturing process is 
sufficiently great to offset transportation costs. 

The increasing concentration of industry in 
Quebec and Ontario has also induced improved transport 
Services by the various media. Consequently, schedules 
are generally faster, more convenient, and frequent. 

This better quality of service is of advantage in 

that it enables a greater degree of correlation with 
production schedules, less absorption of working capital 
in goods in transit, and a reduction in storage require- 
ments. Moreover, the greater degree of competition 
between carriers has resulted in reductions in transporta- 
tion costs. Industries outside this pale of concen- 
tration and competition not only must face an improved 
freight rate advantage enjoyed by their competitors in 
the principal markets but also must allow for their dis- 
advantages stemming from improved and greater flexibility 
of transport services in a competitive area. 

While complete statistical returns are lacking 
to indicate the dependency of the Maritimes' economy on 
foreign markets there exist sufficient data to establish 
that, with some exceptions, foreign markets have been an 
important outlet for a large proportion of the Maritimes' 


production. However, it is patent: that the existence 
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of foreign markets is highly vulnerable to the Vireissi-— 
tudes of trade policies of other countries and inter- 
national conditions, thus making it essential for the 
Maritimes to seek and deveton. bovan increasing degree, 

an outlet in Canada for as much of their production as 
possible. Canadian markets are essential not only to 
enable participation in the development of the country, 
but also to supply the wherewithal to purchase requirements 
for a reasonable standard of living commensurate with 
Canaca as a whole. 

To obtain access to the markets of other parts 
of Canada has posed a problem for the Maritimes s*nce 
Confederation. A competitive handicap has existed for 
the Maritimes to the extent tkait the cost of transporta- 
tion to the highly competitive markets of Canada is 
generally higher than from the more adjacent sources of 
Supply. This disadvantage, in effect, may be considered 
as a cost of production which can be Opviated. inepart 
ereein-toto," by either: 

a Quality production and efficiency; or 

e\ A sacrifice of labour and/or capital; or 

oe Public aid in the form of protection in the 
case OF imports; or 

4, Reduced or assisted transportation charges 
directed to an extension of what would other- 
wise be purely a limited and an uneconomic 
local market. 

The Maritime Freight Rates Act, 1927, had the 
in“tended effect of correcting partially the relative 
freight rate situation which had been destroyed by 
freight rate revisions and horizontal percentage rate 


increases between the years 1912 and 1927. However, 
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since the Act was implemented, and for the most part 
during the period 1930 to 1939, improved highways con- 
comitant with the increased utilization of motor trucks 

and the development of a highly competitive transport 
situation in general -- particularly in the Central 
Provinces -- have resulted in improved services and rate 
reductions in that territory which have in some cases 
nullified the rectifications intended by the Maritime 
Freight Rates Act. Since World War II, while there have 
been indications of increasing motor truck competition, 

the lack of complete statistical returns on motor truck 
transport in Canada makes it difficult to appraise the 
existing Canadian situation. Yet the increased number 

of trucks in operation in Canada, compared with 1939, gives 
rise to a reasonable presumption that motor truck com- 
petition in the future can be expected to be more pervasive 
than ever. 

I have some figures. inthe \year TOsoratcval 
motor-truck registrations in Canada were 231,474. Vis-a- 
vis 1947, the total number was 425,803, an increase of 
194,329, or 83.5 per cent. 

MR. SINCLAIR: Q. Is that for motor trucks only? 

iH Thateig for motor trucks, according to sihe 
1939-47 D.B.S. Reports. The percentage increase is 83.5%. 

It is of significance that the railways in 
Canada, in the face of potentially increased competition 
from other transport media, have in both of their 
applications for increased rates since the termination 
of World War II sought horizontal percentage increases 
(except in the case of coal and coke which have been 


increased, and which the railways propose to increase 
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further, by flat maximum amounts. ) 

The Royal Commission on Maritime Claims deplored 
the method of increasing rates by straight horizontal 
percentages, particularly in the case of rates on long- 
distance traffic and heavy commodities. The method of 
obtaining the increased revenues by uniform horizontal 
percentages would indicate a further shifting of the 
burden on the:payers of freight dependent upon long- 
distance hauls for the source of consumer goods and 
markets while maintaining a limitation in the increases 
in competitive rates on high valued goods. During the 
period of a seller's market, with relative scarcities 
and inflated prices which have prevailed generally since 
the termination of World War II, relatively higher 
transportation costs might either be passed on to the 
consumer or be absorbed within the margin made possible 
by the higher prices of competitors, It is when there 
is a shift from a seller's market to a buyer's market, 
and when supply matches or increases beyond demand, that 
the full effects of horizontal percentage increases 
become manifest, particularly in the case of industries 
dependent upon long-distant markets in competition with 
those more favourably situated. 

The applications of the Railway Association of 
Canada in 1946 and 1948 for uniform percentage increases 
would indicate that the railways are looking more and 


more towards long-haul freight traffic for increased 


Pevenue to offset the deterioriation in returns from 


other sources, such as short hauls, passenger traffic, 
and ancillary services held down by competitive forces. 


The interests of the Maritime Provinces run 
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contra to such rate increases on long-haul traffic, and 
other unfavourable changes, which not only worsen 
relatively the competitive position of Maritime Industries 
in the markets of Canada, but also increase relatively 
consumer and producer costs. 

The economic history of the Maritimes dictates 
that rate adjustments which tend to be restrictive and 
shrink the competitive distributing area of Maritime 
production, or depress further the relative standard of 
living in these provinces, must be avoided if possible or, 
if adjustments are necessary, be balanced in the process. 

Since Canada can exert only very limited 
influence over world trade policies, and since the 
economy of the Maritimes has already experienced adjust- 
ments and curtailments stemming from decisions of 
other trading nations, and restrictions associated with 
the maintenance of foreign exchange balances, it there- 
fore becomes of paramount importance to the economy of 
the Maritimes that national policies be directed in every 
way possible to the lessening, rather than the worsening, 
er 168 economic position. 

The problem which confronts the Maritime 
Provinces therefore requires the determination of measures, 
the implementation of which will tend to facilitate a more 
commensurable participation of the Maritimes in the 


economic development of Canada as a whole. 
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PART ONE 
The Importance of the Transportation Factor in the 
Maritimes' Economy and the Impact and Effects of 
Freight Rate Increases 
"Review and report upon the effect, if any, of 
economic, geographic or other disadvantages under 
which certain sections of Canada find themselves 
in relation to the various transportation services 
therein, and recommend what measures should be 
initiated in order that the national transportation 
policy may best serve the general economic well- 
being. of 41). Canada, ™ 
(Section 2(a) Order in Council P.C. 6033, dated 
December 29, 1948.) 
Agr Historical, Economic and Political Background in 
Relation to Transportation Services of the Maritime 
Proyvinees 
(a) The Intercolonial Railway and Confederation. 

The Intercolonial Railway is a "condition 
precedent" of Confederation without which there would have 
been no union of the Provinces in 1867. I wish to point out 
that I am going over this historical background because it 
is a direct precedent to what follows in my basic recom- 
mendations and other parts of my brief. In other words, 
it is basic to the whole question of freight rates in the 
maritime provinces. This fact has been repsatedly 
confirmed in historical studies and findings of Royal 
Commissions. As there exist substantive evidence, 
findings, and indeed, statutory recognition that the 
Intercolonial Railway is a "sine qua non" of Confederation 
it should be sufficient merely to quote some pertinent and 
related resolutions, terms, and enactments associated 


directly or indirectly with the Intercolonial Railway. 


a) 
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The first of these are two resolutions passed at 
the Quebec Conference in 1864, which read: 

"The General Government shall Secure, without delay, 
the completion of the Intercolonial Railway from 
Riviere-du-Loup through New Brunswick to Treuros aay 
Novanscotia.." 

and 
"The communications with the North-West Territory, 
and the improvements required for the development 
of the Trade of the Great West with the Seaboard, 
are regarded by this Conference as subjects of the 
highest importance to the Federated Provinces, and 
Shall be prosecuted at the earliest possible period 
that the state of the Finances will permit." 

Then again at the London Conference in 1865 the 
following Resolutions, known as No. 65 and No. 66, were 
passed: 

No. 65. The construction of the Intercolonial 
Railway being essential to the consolidation of the 
Union of British North America, and. to the assent 
of the Maritime Provinces thereto, it is agreed that 
provision be made for its immediate construction by 
the General Government, and that the Imperial 
guarantee for £3,000,000 sterling pledged for this 
work be applied thereto, so soon as the necessary 
authority has been obtained from the Imperial 
Parliament." 

"No. 66. The communication with the North-Western 
Territory, and the improvements required for the 
development of the trade of the great west with the 


Seaboard, are regarded by this Conference as subjects 
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of the highest importance to the Confederation, and 


Shall be prosecuted at the earliest possible period 


that the state of the finances will permit." 


In order to give effect to Resolution No. 65 above 


and the corresponding Resolution of the Quebec Conference 


Section 145 was included in the British North America AGG. 


and reads: 


"145. Inasmuch as the Provinces of Canada, Nova 


Scotia, and New Brunswick have joined in a Declaration 


that the Construction of the Intercolonial Railway 
Jeeessential. to the Consolidation of the Union of 
British North America, and to the Assent thereto 
of Nova Scotia and New Brunswick, and have con- 
sequently agreed that Provision should be made for 
its immediate Construction by the Government of 
Canada: Therefore, in order to @ive effecr co, chau 
Agreement, it shall be the Duty of the Government 
and Parliament of Canada to provide for the 
Commencement within Six Months after the Union, of 
a Railway connecting the River St. Lawrence with 
the City of Halifax in Nova Scotia, and tor the 
Construction thereof without Intermission, and 

the Completion thereof with all practicable Speed," 


In compliance with Resolution No. 65 of the 


London Conference and Section 145 of the British North 


America Act there were passed in 1867 two Acts -- one 


by the Imperial Government," "The Canada Railway Loan 


Act, 1867," and the other by the Government of Canada, 


"An Act Respecting the Construction of the Invercolonial 


* 


The Imperial Act gave effect to Resolution 65 of 
the London Conference. 
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Railway." 
It is of interest to note also that the 
Imperial Act contained a Stipulation to the effect that 
there must be an Act of the Parliament of Canada within 
two years after the Union providing to the satisfaction 
of one of Her Majesty's principal secretaries of State, 
"(1) For the construction of the railway; 
"(2) For the use of the railway at all times for 
Her Majesty's military and other services," 
The Preamble to The Intercolonial Railway Act 
makes specific reference to the Imperial Act and to the 
notation therein guaranteeing "interest on a loan to be 
raised by Canada towards the construction of the Inter- 


colonial Railway, connecting the Port of Riviere du Loup 


in the Province of Quebec, with the line of railway leading 


from the City of Halifax in the Province of Nova Scotia, 


at or near the Town of Truro, on certain conditions therein 


mentioned." 


Iwo important sections of The Intercolonial Rail- 


way Act 1867 were the following: 

"2, The said railway shall be a public work, 
belonging to the Dominion of Canada; and shall be 
made with a gauge of five feet six inches, and on 
such grades, in such placés, in such manner, with 
such materials and on such specifications as the 
Governor-in-Council shall determine and Appoint 
as best adapted to the general interests of Canada.” 
"25, Whenever.the Railway, or any portion thereof, 
shall be completed, it shall be lawful for the 
Governor-in-Council to make suitable arrangements 
for the working of same; but such arrangements shall 


not be for any longer period than the end of the 
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of the Session of Parliament next after making of 
same." 

In respect of Prince Edward Island, they are 
going to refer to this specifically, and, no doubt, 
Newfoundland, to their particular terms. 

When Prince Edward Island and Newfoundland 
entered Confederation in 1873 and 1949 respectively the 
Terms of Union provided important conditions respecting 
transportation matters, In the case of Prince Edward 
Island the Terms of Union contain the following: 

"The Dominion Government shall assume and defray 
all the charges for the following services; ui ga BAP 
"Efficient steam service for the conveyance of 
mails and passengers, to be established and was 
tained between the Island and the mainland of the 
Dominion, Winter and Summer, thus placing the 
Island in continuous communication with the 
Intercolonial Railway and the railway system of 
the Dominion; 

"The maintenance of telegraphic communication 
between the Island and the mainland of the 
Dominion; 

"And such other charges as may be incident to, and 
connected with, the services which by the "British 
North America Act, 1867' appertain to the General 
Government, and as are or may be allowed to the 
other Provinces; 

"That the railways under contract and in course 


of construction for the Government of the Island, 


shall be the property of Canada." 


regacta 


oe 


yeqe aint nate tC 


on 4 
aaves yeimeldese atedt od! cbr teers i 
| eae nbd marll 7 
tied? htm Goetel DieKse onint 
. , — 
7 » ‘ - = 4 aie > ai 
bt Yee ain STD af popasebetioe Banege 
4) | 7 : *) a 
Paya? oe any eaateoont bebivedag notal TO ain 
: i yroddsm folds 720g 
y hae et 
. Hae Hora To wmeyt oert Dee 
= ! $ } ; 
? Be eo : rr “ 
413 i‘. ibs rrpeuaet? : oes Ao Penn ant : 
anet: * eaninis Gi ET 
pO" neodea Ine 11a 
j 2 S75 een ‘ve 28 fiem 
: nisi i onssvied bented 
; sie tRootY ~ootedtime 
. {: 
sich i i Tt ; t ywtit ’ ak a hee) i | 
, 
“i t wife’ tetnoloore7et 


“fl 


rT inte Vee _ 7 £5 onnededabem ort 

t sd nmeaiod 
paohaimod~ 

+ we Welt a@° SaRTads aida dase bra” 


oe od) (dew. betogmios - - 


fallt +) sari agoly 
) Saar A 
a owret Stefi nheodgs “POOL 29% aikresih A208 
polo Lis ‘aah Yam a0 Sas eg ‘Bia icepeaonl 


pesbni wor’ SKI: - 


' “tb 


kt S486 rhe 4 “gobus Sesw iting site sift” 


a 4 


i 3S. FF sabotien at fon mage ie 
si 


- 3396 - Mr. Matheson 


As to Newfoundland, the Terms of Union signed 
on December llth, 1948, included the following provisions 
respecting transportation facilities and services: 

"31, At the date of Union, or as soon thereafter 
as practicable, Canada will take over the following 
Services and will as from the date of Union relieve 
the Province of Newfoundland of the public costs 
incurred in respect of each service taken over, 
namely, 1 

"(a) the Newfoundland Railway, including 

Steamship and other marine services: 

"(d) civil aviation, including Gander Airport;" 
"30, (1) Canada will maintain in accordance with 
the traffic offering a freight and passenger steam- 
ship service between North Sydney and Port aux 
Basques, which, on completion of a motor highway 
between Cornerbrook and Port aux Basques, will 
include suitable provision for the carriage of 
mopor vehicles. 

"(2) For the purpose of railway rate regula- 
tion the Island of Newfoundland will be included 
in the Maritime region of Canada, and through-traffic 
moving between North Sydney and Port aux Basques will 
be treated as all-rail traffic; 

"(3) All legislation of the Parliament of 
Canada providing for special rates on traffic mov- 
ine? within,» into, or eoutrof,. the Maritine. region 
will, as far as appropriate, be made applicable to 
the Island of Newfoundland." 
po or The following public works and property of 


Newfoundland shall become the property of Canada 


Liaite mecatl i paiaadh & 
See ORS eqekeeoah ek a agit: Sensi 
x wae ewe saa? aghes Loge gare ¢ 
xsthesiad? ton Bf 20 eed Ao with 
natwatéo% alt iyo, ove Asn osnRaey! ih 
SV ebLO OLA > to evel, of 20n4 oe Li het 
etpen wits Gat SES aS ee grid 


oY an Ae me Ware cot 


yl DenhoG yaeh tem ogo een tno ody lope your? 1) 
Laontotnee LEe NaS DES. RARE B F N 
4 seems he ‘“ebnrs a _ a AORN SEE ORFS ENG Livie (by 
ig in) gogemiboop ab atertater tiee BoRHEY £8 SS" 
LUTE BSL IS 03 es ae —— ottiess on? 
Kon Foe bis a Ae G2 SA POM ad sotvtee gts 
yeudoid W6tom # Fe notte fqude > is ate: anel@oeRy 
fo ee epee XBR $494 Res adootdeerred meAey tet . 
iO nCka byaathes s eaiains ybutset | 
| eefotien add can 
“SLUSSS. U2 . Tones ae eeaqitva ort 70% (¢)" 
hwiast, od Lhfy pomp aoa 16 brisiet add? not? 


ai) ee eS sae idiw Pea SS 4 Fah aa RAO a HOLaet Slaem, Re ar - 
Vitg t: poeed sue. fa08 (OER yulint, aon aed od. BHLVON 


* 
B 


nt tied? ttar-ffs ma. 5: knead at 


a | PRBS aes 1G qoktniatses é LA. LA. 3 a 
CO Lay ir AB LAS cna 10% aghhivote ahonso 


ROA CARP ee Ate ue FO. « CBLER atte es 


- 3397 - Mr. Matheson 


when the service concerned is taken over by 
Canada, subject to any trusts existing in respect 
thereof, and to any interest ether than shateoar 
Newfoundland in the Same, namely, 

"(a) the Newfoundland Railway, including 

rights of way, wharves, drydocks, and other 

real property, rolling Stock, equipment, ships, 

and other personal property; 

"(b) the Newfoundland Airport at Gandar, 

including buildings and equipment, together 

with any other property used for the operation 
of the Airport;" 

The Terms of Union with Newfoundland necessitated 
amendments to Canada's Statute Law, and one finds in Bill 
12, passed by the House of Commons on Hebruanry e/ thy 1949, 
and subsequently given Royal assent, the following 
section required by Term 32 - 

le (1) Subject to this section, the Maritime 
Freight Rates Act, Chapter seventy-nine of the 
Revised Statutes of Canada, 1927, applies mutatis 
mutandis to all lines of railway in the Island of 
Newfoundland that are subject to the legislative 
authority of the Parliament of Canada. 

"(2) For the purpose of the said Act the 

lines of railway situated within the Island of New- 
foundland, including the steamship services between 
Port aux Basques and North Sydney, that are 
entrusted to the Canadian National Railway Company 
for management and operation shall from the date 

of and during the period of such entrustment be 


deemed to be included in the lines of railway 
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collectively designated as the 'Eastern lines', 
the Island of Newfoundland shall be deemed to be 
included in the expression 'select territory! and 
through traffic moving by water between Port aux 
Basques and North Sydney shall be treated as all rail 
Grart ice, 
"(3) Upon entrustment to Canadian National 
Railway Company of the lines of railway mentioned in 
Subsection two, Canadian National Railway Company 
Shall forthwith file with the Board of Transport 
Commissioners for Canada tariffs of tolls applicable 
to the carriage of traffic within, to and from the 
Island of Newfoundland and such varif?fs, an so far 
as preferred movements are concerned, shall comply 
as far as appropriate with the provisions of the 
Bald Act, 
"(4) Notwithstanding the provisions of 
sections three hundred and thirty, three hundred 
and thirty-one, three hundred and thirty-four and 
three hundred and thirty-five, of the Railway Act, 
the tariffs initially filed under subsection three 
Shall be effective from the date of entrustment., " 
For thirty years before Confederation an inter- 
colonial railway was mooted. Numerous routes were pro- 
posed and surveyed. While the Provinces remained 
Separate there is no doubt an intercolonial railway did 
not offer much inducement as a successful commercial 
enterprise. Because of this a political and economic 
union was considered essential to the construction of a 
railroad connecting the provinces, Historians are 


generally agreed that there would not have been any 
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Confederation in 1867 without an Intercolonial Railway. 
When Confederation disposed of the question of the con- 
struction of the Intercolonial the controversy over an 
acceptable route that had been smoldering in the back- 
ground broke out anew. The Imperial Government, for 
military and strategic reasons, preferred the route 
known as "Robinson's Line" or the northern route, and 
in view of the stipulation of the Canada Railway Loan 
Act the wishes of the Imperial Government carried 
considerable weight. However, in order to settle the 
controversy that existed Sir Sandford Fleming, the 
engineer who had been appointed in charge of the con- 
struction, was asked for his opinion and in 1868 he 
finally reported in favour of the northern route because 
of the circumstances which prevailed, and also, no doubt, 
in deference to the military and strategic dictates of 
the Imperial Government. 

As to the circumstances which prevailed, there 
was a railroad mooted from St. John to Bangor, Maine. 
He was also interested in the Bay Chaleur angle as a 
possible route or channel for developing export-import 
through-traffic. However, the chief consideration that 
Sir Sandford Fleming had in mind was through traffic. 

Considerable doubt was expressed at the time 
that the Intercolonial Railway would ever be a paying 
proposition. It was generally conceded that the Inter- 
colonial Railway as a commercial enterprise did not 
possess any considerable merit. This factits 
confirmed in the observation of Professor G, P. deT. 


Glazebrook on the debates in the Legislature of Canada 


as follows: 
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"In fact the legislature was fully warned that 
either the Intercolonial would have to be subsidized 
to allow artificially low Paves, or elseat 
would not be used sufficiently to make it pay. The 
critics of the railway had, in fact, touched one 
of the fundamental problems of Canadian transporta- 
tion and uncovered difficulties which were bliss- 
fully ignored half a century later." (2) 
"The Intercolonial was not, directly, a sound 
financial proposition; it never was really thought 
to be so; and never became so. It was, however, 
an integral part of the federation scheme." (3) 
The Intercolonial Railway from Truro to Riviere 
du Loup was completed for operation on July 1, 1876. 
For military and strategical reasons the railroad, as 
finally constructed, was approximately 250 miles longer 
than would be necessary to connect the cities of the 
Maritime Provinces with those of the St. Lawrence had 


commercial considerations been controlling. (4) 


(Page 3405 follows ) 


(2) A History of Transportation in Canada (Ryerson Press), 


a” Se 
Dagan hy 20). 
Sir Sandford Fleming - History of the Intercolonial 


Railway, Chapter 6, page 77. 
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It is abundantly clear from the events and pronounce- 
ments at the time that an intercolonial railway by the 
Shortest route would not be attractive as a commercial 
enterprise «ithout union, and that the Intercolonial 
by the longest route would not be a successful 
commercial enterprise with union. 

It is not necessary to quote in detail the 
declarations of some of the Fathers of Confederation 
with reference to the Intercolonial Railway as an 
inducement to the Maritime colonies to enter the 
political union, nor is it necessary to question 
here whether those pronouncements were made in other than 

good faith and sincerity. It should be sufficient to refer 
to but a few excerpts from addresses made between the 

time of the Quebec and London Conferences to indicate 
further that the Intercolonial Railway was not looked 

Upon as commercially feasible. 

In addresses at Halifax in September, 1864, Sir 
John A. MacDonald, Hon. A. T. Galt and Hon. Etienne 
Cartier said as follows: 

Sir John A. MacDonald - "I don't hesitate to 

say that with respect to the Intercolonial 

Railway, it is understood by the people of 

Canada that it can only be bully 38 2a means 

of political union for the Colonies. It cannot 

be denied that the Railway, as a commercial 
enterprise, would be of comparatively little 
commercial advantage to the people of Canada." 

The Hon. Mr. Galt - "The railway is not to be 

looked upon as a question of cost but as a bond of 


union that will unite us in peace and in time of 
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need." 
Hon. Etienne Cartier - "Let me. asuure you that the 
promises we make are made in all Sincerity and 
good faith - in urging union upon you we believe 
we are doing that which will be for your happiness 
and prosperity." 
The historial background of the PUrDOSe and intent 
of the Intercolonial and some of the events and circum- 
stances leading to its construction were succinctly 
Summarized by the Royal Commission (commonly known as 
the Duncan Commission) in its finding on Maritime 
claims after a "balanced study of the events and 
pronouncements prior to ihe Se Rane tae reads - 
"(a) That leading Canadian statesmen in urging 
the adherence of the Maritime Provinces to Con- 
federation defined the purposes of the railroad 
tO be 
"(i) A means of affording to Canadian mer- 
chandise, and to Canada herself in times of 
national and imperial need, an outlet and inlet 
on the Atlantic ocean - available all the year 
round - and 
"(ii) To afford to Maritime merchants, 
traders and manufacturers, a market of several 
millions of people instead of their being 
restricted to the small and Scattered populations 
of the Maritimes themselves, particularly in the 


light of the disturbance with which their trade 


ee 
(5) Report of the Royal Commission on Maritime Claims, 


Pps 20, 214 
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was threatened as the result of the discontinuance 

by the United States of the reciprocal arrangements 

that had prevailed. 

tb) That Strategic considerations determined 

the actual course of the line - making it many 

miles (estimated by Sir Sandford Fleming at 

250 miles) longer than was necessary - if the 

only consideration had been 'to connect the C1 ties 

of the Maritime Provinces with those of the St. 

Lawrence.'! 

"em That to the extent that commercial considera- 

tions were subordinate to national, imperial and 

Strategic considerations, the cost would 

be borne by the Dominion and not by the traffic 

that might pass over the line." 

Inasmuch as either the essence opr the actual wording 
of this finding is contained in the Preamble of the 
Original Maritime Freight Rates Act i9ey7 it has, an effect. 
obtained statutory recognition. 

Incidentally, the preamble was left out of the 
Revised Statutes of 1927 along with other preambles, 
and in one of the cases with reference to the Maritime 
Freight Rates Act direct reference was made to the pre- 
amble by one of the Supreme Court Judges. I will check 
that up later on when I come to it. 

Incidentally, I have given a copy of the pre- 
amble to Mr. Hunter, and if he is desirous to read it 
into the record that could be done. 


(b) The Intercolonial and Resolution 66 of the 


London Conference. ee 


x ' i? ; a2 ; bis Pat 
}) SALAM OF nt mit Ao Shri spurns wh 


La Gt 


: i re ¢ d« ' 
ih 3 ye Le ss oenRe Ee ed 9 See 
a aa . J 
1 - F 
dnt OP) 48 Ace tear n ghee? x eh (este oes. 
on AB = ERA vi scien eat st) 


MRtCED stat ee See | cohen plage wi a7 
. 

wQEy @ ty eam Ne pekd? a gd 8, SF 

er 


. 7 FOr ere 
s8 dy} : vi 
Soy: sG0 Joc oni a, ie fay’ \ 


Det SOO os | 


oe ad weeds Breas aqew anolm 9) 


oe y aT } fe 

fez ‘ we 4 ei ty iT. Tne 1S g e re, 4 

ot far 5 FB eidtalial s ” by 

‘ ; . 
| . ry 


Show hgod sae BRT! Ws i hla a iy 
7 Oi 
y at ae eet Pow Bas moa tee, were % yt oeset a8 F a 

oe? ’ - i : okt a - 

7 


rf ‘a9 eet Sekt eres ee aan teat a 
| op lavdoo Gas Jhon, aot aay Ce BS teovoeon eect . 7 
9, at arittees’ abet te 


ee 
: é ante 4 } nowt Dy r 
wets 4 sty shitiees ae. 01 +f eat eee vies we ny 
: Bis 7 2 


seh eget oe RRO COA Baas ‘dojgtert,» hey I] Loabgene 
ih 80 bringoosrt wot TB fanbase 
7 - . ; : ; 7 
; ee 34 y eidinesry - sis aekimtash . is 


a pt ities ) e vif 1 5 3a B(sia ena 32 shed vi 3 mi ro as twa 
. Bit? ka gh podtametet hte aon py ie sno th bi 


“ee a8 ter . 


‘ a . A ate ary BE ae a 45 a r - son a ren son 
be een teers wi aly 46 tre <6 Lan 


Oris 


; '¢k ope oma gore pe moras ow - BME 

é m. : 

> ° 1 , 
te 


if Mo Hen 2 als ered 3 ubietiget boat a 
od avoingeh’ wt edt at sas insect ant oF we 


Be iy ile al « 
oe . ae ee 


BD 6 pace 39 okt ei. 


got “ee BY otearioent 0 


- 3408 - Mr. Matheson 


Seneideible controversy had taken place 

as to the correct interpretation of Resolution 66 of 

the London Conference and the corresponding resolution 

of the Quebec Conference in relation to the Intercolonial 

Railway and traffic through Maritime ports. Whatever 

is the origin of Resolution 66 it is of Significance that 

it followed immediately after the section concerning 

the Intereolonial Railway. It would appear that the 

two resolutions were closely inter-related. Apparently 

that was the impression obtained by Professor G..P. 

deT. Glazebrook, as he states - 
"The Intercolonial had to be promised, and promised 
definitely, if the negotiations were to have any 
hope of success. On the other hand, the far west 
was remote from the Maritime Provinces, and, while 
the second resolution was phrased so as to suggest 

an increased use of their ports, it would not 

have been acceptable in the form of a binding 
agreement. Nor was the pressure of opinion in 
Canada such as to make a guarantee of western 
communications politically necessary." (6) 
Notwithstanding the views of the Royal Commission 

on Dominion-Provincial Relations apropos of the purpose 

and intent of Resolution 66 of the London Conference, and 

whether or not the resolution imposed any obligation, 

contractual or otherwise, upon the Dominion 

Government, it can be expected that tihere will 


justifiably exist strong opinions in tthe Maritime 


Chae History of Transportation in \:Canada" 


(Ryerson Press), p. 198. 
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Provinces that this famous and controversial resolu- 
tion has direct reference to the encouragement of 4 
year round utilization of Maritime Ports Tor ane by 
Canada as a nation. 
(c) The Intercolonial as a Separate Operation. 
Representations have been made to the Duncan Com- 

mission, Nova Scotia's so-called Jones Commission, and 
the Sirois Commission, that in the transportation interests 
of the Maritime Provinces the Intercolonial Railway 
should be divorced from the Canadian National Railways 
and operated as a separate railway. Indeed, before the 
Sirois Commission the Province of New Brunswick contended 
that the transfer of the Intercolonial to the Government 
Railway System resulted in the breaking of an understanding 
dating from Confederation "that the road would be 
operated in perpetuity by the Government" and would be 
"kept separate and distinct from all other railways. 
The transfer, it was argued, resulted in the railway 
being run as a "commercial operation, which is entirely 
contrary to the scheme of Confederation." 

THE CHAIRMAN: @. Where is that to be found? 

Ay That quove, 8277 

QO, Yes, 

A. That is to be found in the submission of 
the Province of New Brunswick to the Sirois Commission. 
I unfortunately did not give the page number, but I will 
eneck it up. 


MR. O'DONNELL: Q. The Province of New 


Brunswick? 


Fits Yes, in the brief of the Province of New 


Brunswick. 
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THE CHAIRMAN: @. The reference is to Bn 
understanding dating from Confederation, and it quotes, 
"that the road would be Operated in perpetuity by 
the Government. 

A. Yes, those are direct quotes from that 
Drier. .sir, 

Q. You suggest quotations from the brief? 

A. Yes, sir, of the New Brunswick Government. 

2. Not from any recorded agreement? 

A. No, sir; that was their contention, Mr. Chairman. 

The Sirois Commission did not consider "well- 
founded" the representations of the New Brunswick Govern- 

ment regarding the separate operation of the Intercolonial 
Bariwey.. In support of its findings the Commission 
referred to the plan suggested by Sir John A. MacDonald to 
have the Grand Trunk operate the railway; the implication 
being that if a transfer could be made to a private company 
in 1876 then there could not have existed any definite 
agreement as to the actual operation of the Intercolonial. 
it is evident from the Intercolonial ee the 
Governor-in-Council was given absolute power as to the 
operation of the Railway when completed, but the railway 
was to be "a public work, belonging to the Dominion of 
Canada." In other words, it appears that only the actual 
running operation could be transferred to another railway. 
The suggested plan of Sir John A. MacDonald 
regarding the operation of the Intercolonial by the Grand 
Trunk Railway on its compkion has no probative value. 
On the other hand, what actually took place is more 


Significant and important as it evidently reflects what 


(7) Pase sor brief. 
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was expected in the Maritimes - an Operation as a 
public work. 

As the general conviction, even d.efore the 
construction of the Intercolonial R ilway, was that 
unremunerative rates would have to be assessed in 
order to develop traffic, it is abundantly clear that 
no private company would have undertaken to run the 
railway without a Government Subsidy. The only other 

alternative was Government operation. 

The Sirois Commission dismissed the renewed claims 
by adopting the finding of the Duncan Commission, 
predicated on conditions and circumstances as the 
latter Commission found them, to the effect that 
on the basis of the broad measuring" of a twenty 
per cent reduction, as recommended, it would restore 
"Che original purposes of the Intercolonial Railway as 
interpreted by the freight rate structure prior to LOVE 5 
without withdrawing it from the consolidated system of 
National railways." The Duncan Commisssion considered the 
latter step would be retrogressive. 

On the other hand, the Nova Scotia Royal Commission 
On referring to the representations made to it that the 
undertaking of the President of the Canadian National 
Railways to maintain a closer contact with the Maritime 
Provinces had not been "fully carried out in spirit and 


fa-letter, " emphasized that unless the undertaking 


(8) See Report of the Royal Commission on Maritime Claims, 


P. 23, and Report of the Royal Commission on Dominion- 
: ‘ d 


Provincial Relations, Book ll, p. 254. 


(9) Report of the Royal Commission Provincial Economic 


Inquiry, p. 86 See also Duncan Commission Report, 
_ 3 ° e 
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were complied with “the question will arise in 

Nova Scotia as to the desirability of operating the 
Intercolonial R&ilway as a separate entity. aire 
recommendation was then made"that the attention of the 
Canadian National Railways be drawn to the failure to 
implement the undertaking alluded to, and would stress 
again the need for a ‘closer and more ready contact! 
between the railway administration and the Frovince 
ereNoya Scotia, " 

The entrustment of the Canadian Government Railways, 
including the Intercolonial, to the Canadian National 
Railway Company has possibly redounded in benefits 
stemming from the integration of the physical plant 
and its operation. However, it is to be stressed 
that transportation conditions and circumstances have 
changed materially since the time of the Duncan Commis- 
Sion finding, and while a segregation to-day of the physical 
plant might still be considered retrogressive, 
this would not necessarily be so in respect of rate 
matters. 

(10) 

A plan is detailed in this brief which, if adopted, 
Should meet the objections against the divorcement of 
the Intercolonial from the National system by retaining 
any benefits stemming from an integrated operation 
but which at the same time, in conjunction with other 
proposals, should go a long way in restoring the purpose 


and intent of the Intercolonial Railway in the light of 


changed conditions and circumstances. 


(10) Page 82 and 83 of Brief. 
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The two principal reasons for the entrance of 
Prince Edward Island into Confederation in 1873 were 
the guarantee of year-round communications with the 
mainland and the adoption of the debt incurred’ for 
railroad construction. While communications with the 
mainland and rail services have been progressively 
improved, considerable dissatisfaction has prevailed 
over the restrictive effect of tolls assessed on 
commercial motor vehicles on the Borden-Cape Tormentine 
ees the existing rate zone arrangements on 
Prince Edward Island in respect of long haul traffic. 

A proposal to remedy the latter situation will be 
developed later in this sang 
In resoect of the tolls on commercial 
motor vehicles, an adjustment was effected on July 
ist of this year which I believe fairly well resolves 
the complaints and grievances in that respect. 
Terms of Union with Newfoundland. 

NO specific mention is made in Section 32 of the 
Terms of Union with Newfoundland of the Maritime Freight 
Raves Act, although it is evident from Section 13 of 
the Act to amend the Statute Law in order to implement 
the Terms of Union of Newfoundland with Canada that 


Subsections (2) and (3) were drafted in order to obtain 


the benefits of the Maritime Freight Rates Act and any 


(Il) Effective July 1, 1949, the charges for motor 


trucks and load established on the same basis as 
between Caribou and Wood Islands - thus removing 


a grievance of long standing. 
(12) Page 101 of Brief. 
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other special rate arrangements that are in effect, 
Such as the Feed Grain Freight Assistance Policy, 
or any others that might be established in future. 
The Newfoundland Railway has been reported as incurring 
Operating deficits in most agen as OT April ist, 
1949, any deficits of the operation, together with 
payments under the Maritime Freight Rates Act, are 
to be included in the arbitrary breakdown of accounts 
for "Eastern Lines." ae 
(f) Intercolonial Railway, Its Subsidiaires, and 
Canadian Government Railways in the Maritimes 
The dependency of the Intercolonial Railway for 


access into Montreal and points west upon the Grand Trunk 


was not considered satisfactory, and consequently there 


(13) Since 1924 the Newfoundland Railway has incurred an 
Operating deficit each year with the exception of 
1937, 1941, 1942, 1943 and 1944. In 1948 the deficit 
Was 1,070,414 = DBS. Study, Toto. 

(14) "Eastern Lines" is defined in Section 2 of the 
Maritime Freight Rates Act as follows: - "For the 
purpose of this Act the lines of railway now 
Operated as a part of the Canadian National 
Railways and situated within the provinces of New 
Brunswick, Nova Scotia and Prince Edward Island, and 
the lines of railway, similarly operated, in the 
province of Quebec extending from the southern 
provincial boundary near Matapedia and near 
Courchesne to Diamond Junction and Levis are 


collectively designated as the "Eastern Lines." 


ATER, Fete! Pecan 
snes ae oungntetes ws 
Boren. 8 Mey, panes | geet | . tas nein ae fe ! | 
gone Crepe 20.85 ‘Daw (Ermey. pibnon corte a ve a | 
. RG: dadrene :, 8 pi Spree | ah ‘to. denattet ri 
i, OR eudan. aie et -omhieeall ons 2 ssbeig 

pte 39 iuodue sed salina? eat bonwc one ‘ fia : 

| : ve | 


2 obs’ smodeed 
OT eee ee a aie tee Laanoke mae ay aN " 
7 


— 


; 
ves he of sy ae eo ierbs 
ia mae sy 4 mn ws: ahs een Soa ea ase abe Bac. pees Ss tpenetics = 
act wauldad Leineieoeteh ates Tes ei snianes atth « Ve 


, a 
paren Koen oth! ina AGM eaerhtiet BERR ena RIGS RRR 


awe! aks 4 on Voigee Lane mere eS vor aaw 


erat: TLR DORIG sien , ] ae 
; J f, vy 
| dat 7 | ih 


a Sa a 
rMry 


Kcnsrydes! tad YOwRESA! BAptane em ott, #SOK ‘aante (ex) 
dy _ “hs a 1S hae tah arrty EC aO! ' 

RE, x aes (Aver Seek in 
| Libor -BoRia 2s WE OTe hp tee) 
“te Sch tay RT ee Mey a het yh peter {any 


Hane Tages t ose eie 


lt 
oa 
Fr. 

a 


] Sf “, “ ay int 
wie? ih * ‘ KES) | ii = pi oe 
1 ) 

i won yneliser Po eobte eis wo& BLT Io saciid 
: ( * +a a a Ube, a mete AP 0G BS BE Hoy ETrede : 

ae contre Ow nepal bos oyswitsh 
Heawhh sonhes Pie 8 lpoge avew to & Lwanunedd ; 


peimiege yore hier ‘h Linaaal ‘Ao eentl end 


eens Sig aie ioe aril bret za wadane 10 om iver . 


gegen Bh- al boksrelh aan snabaued ani salad 


12 


7 Pe Este het Lyz w7s al 


— SHI eh cn Mr. Matheson 


followed purchases and arrangements from 1879 to 

1899 which included the acquisition, in 1879, of the 
oes (POM Riviere. du Loup to Hadlow opposite Quebec with 
PunnIne wiehts to: Point Levis, the purchase of the 
Drummond County Railway from Chaudiere Junction 

to Ste. Rosalie Junction, together with running rights 
over the Grand Trunk into Montreal. One of the stipu- 
lations in the purchase price of the Riviere du Loup 

to Hadlow segment, amounting to $1,500,000., was 

that this money was to be "devoted towards obtaining 

an independent Railway connection from Sarnia to Chicago" 


which connection "virtually confers the same advantages 


(Page 3415 follows) 
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to the Intercolonial Railway system, owing to its 
close connection with the Grand Trunk." In the period 
1889 to March 31st, 1919, other railroads acquired 

and included in the Intercolonial System increased the 


Operations to 2,206 miles as indicated in Table 1:- 


TABLE 1 
(25) 

Miées as at 

March 32, 1919 
Intercolonial Railway proper.......... 1,564 
Prince Bdwerd Island Railway........-. 276 
International Railway of New Brunswick LiO 
Moncton & Buctouche Railway........... 30 
Pieue ce nave lock. Rai iway..2 ven, Sen. 26 
Hampton & St. Martins fats kali [oh gee tenure ack oe 29 
Bek wer erie COnM Rat lway sss da «faite os 5 6 
Salisbury & Albert Railway............ AS 


St. John & Quebec Railway (under lease 


he) 1G ee N28) ae pce rar er 120 


2,206 


In the period between 1919 and 1931 the 
Canadian Government R ilway System and the Canadian 


National Railway Company took over the following railways:- 


(15) See p. 43 of Annual Report of Department of 


Railways and Canals for year ending March 


Bist, 1919. 
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ABLE 2, 


Caraquet & Gulf Shore 

(Canadian Govt. Reilway System) 
Cape Breton Railway 

(Canadian Govt. Railway System) 
Inverness Railway & Coal Co. 

(Canadian Nat. Railway Company) 
Kent Northern 

(Canadian Nat. Railway Company) 
St. John & Quebec Railway 

(Canadian Nat. Railway Company) 


Quebec Oriental hy. Co. and one 
Atlantic 


(Canadian Nat. Railway Company) 
Quebec & Western Railway 


(Canadian Nat. Railway Company) 


* Approximate main line mileages. 


In addition to the above acquisitions to what is 


Date 


June 


June 


Mr. Matheson 


1929 


1929 


1929 


1929 


Miles 
19.7* 
EAS eyo Ys 
60 .53 
26.60 


157 .84 


100.09 


LO2 IG 
552.42) (16) 


defined in Section 2 of the Maritime Freight Rates Act 


as Eastern Lines there was constructed in 1929 the 


Lake Verde Sub-division on F.E.I. to the account of 


the Prince Edward Island Railway Co. 


(16) Newfoundland Railway entrusted to Canadian 


1949, 


National Railway Company on April l, 


representing an additional main line mileage of 


548. 
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It is patent from the above that in the territory 
embracing the "Eastern Lines! the Canadian Government 
acquired a substantial mileage of railroads tributary to 
the Intercolonial proper. The unsatisfactory service of 
the adjoining railroads, concomitant with their financial 
condition, had precipitated a Strong public demand for 
Government acquisition. In the Period utOe>) Tow 93h 
inclusive the group of railroads consisting of the Quebec 
Oriental Railway and the Atlantic, Quebec and Western 
Railway, Inverness Railway, Kent Northern R ilway 
and the St. John & Quebec Railway, had an average annual 
income deficit of $1,130,340. The increased burden on 
the Canadian National R ilway Company of those 
four railroads, together with other acQulsiuLonse im 
1929, were noted by the so-called Duff Commission which 
in its report expressed the belief "that it would have 
been better had the Government assumed this burden 
directly and thus avoided saddling the railways with 
capital charges and operating expenses resulting from 


(18) 


the purchase of railways based solely on a public policy. 


(17) Minutes of Proceedings of the House of Commons 
R:ilway Committee, April 4th, 1935. 
(18) Report of Royal Commission to Inquire into 


Railways and Transportation (1932) pp. 22-23. 


(Page 3420 follows) 
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The narrow gauge Newfoundland Railway which, 
together with its ancillary steamship Services, was entrust- 
ed to the Canadian National Railway Company for management 
and operation on April LD, LOH iy compliance with the 
Terms of Union, has been a financial burden on Newfoundland. 
This burden will be reflected in the accounting of the 
Eastern Lines now required by Section 6 of the Maritime 
Freight Rates Act and, in addition, the reimbursements to 
the railroads stipulated by the provisions of that Act 
will be materially increased. This additional acquisition 
of the Canadian National Railways constitutes another mile- 
stone in the furtherance of a policy to promote national 
integration, and the cost of this policy must be appraised 
for what it is in the interests of the country as a whole 
and not as a subsidy to any particular region. 

The Canadian Government Railways, consisting 
principally of the Intercolonial and the subsidiaries 
acquired to form an integrated system, the Prince Edward 


Island Railway and the Eastern Lines segment of the National 
Transcontinental (19) (to the exclusion of the branch 


19 There exists no doubt that the failure of the 
Maritimes to participate to any appreciable extent in 
the increasing flow of export and import traffic asso- 
ciated with the development of Canada, and particularly 
of the West, was instrumental in stipulations for the 
encouragement of traffic through Canadian channels and 
Ocean ports being incorporated in the agreement rati- 
fied by Parliament in 1903 between the promoters of the 
Grand Trunk Pacific Co. and the Government respecting 
the National Transcontinental Railway @lso in the 
Acts respecting Aid towards the construction of the ; 
Canadian Northern Ontario Railway (1911) and respecting 
the Canadian Northern Railway (1914). 


of the National Transcontinental Railway 
=e oan ee and Quebec was constructed in order to 
obtain the support of the Maritimes to the Nitional 
Transcontinental Project. Quebec was the Eastern 
terminal originally proposed. Construction was com- 
meneed in 1905, and in January, 1913, operations were 
commenced between Moncton and Edmundston. The following 
year the line was joined to the Intercolonial at Diamond 


Junction rear Levis). 
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lines -saddled on the system from time to time) and now the 
Newfoundland Railway are properly classified as public 
works constructed, acquired and operated because of the 
dictates of a broad national eo ieenea, The outlays for 
these railroads are, in many respects, no different than 
capital and operating expenditures on highways, airports, 
harbours and canals, constructed in the public interest 

and at the taxpayers' expense. It is GLttLowlt ii. not 
impossible, to estimate the benefits - direct and indirect - 
redounding to the country as a whole from the expenditures 
for such facilities and services on broad national grounds. 
It follows that any deficits resulting from expenditures 
predicated on broad national policies certainly should not 
be labelled territorially and treated in any manner as a 
regional subsidy, nor as a basis for increased revenues to 
meet such expenditures. The burden should be directly 
borne by the Dominion Government. 


(g) Canadian Government Railways Within the 
Canadian National Railways 


The titles "Canadian Government Railways" and 


"Canadian National Railways" are merely generic or 


(20) The Royal Commission to Inquire into Railways and 
Transportation in Canada (1932) stated at pages 76 and 
77 as follows: "Besides forming the original link 
in what has since become the extended and multiple 
chain of railway communication that connects from east 
to west the geographically disjointed belt of Canadian 
Confederation, the Intercolonial continues to serve as 
the principal purely Canadian outlet, available 
throughout the year, to the Atlantic seaboard. So if 
today the Intercolonial, forming with the National 
Transcontinental Railway the eastern lines of the 
Canadian National System, seemsto present many of the 
aspects of commercial failure, it should be remembered 
that its economic defects are to a great extent insep- 
arable from an origin that had its roots, and remains 
rooted, in the broader considerations of public 


policy." 


3 < i 
1 te 
te 
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descriptive terms of the railways which are includea 
in the groups and possess no legal significance, 

The "Canadian Government Railways" were entrusted to 
the Canadian National Railway Company by Order in Council 
PeCo iy aor. J anudry 20, 1923, for management and operation 
only, and the entrustment has never changed the title of 
the railways. The Intercolonial Railway proper is the 
nucleus of the "Canadian Government Railways" group and it 
always has been, and still is, owned by the Crown although, 
as stated oid oasis EWE could be entrusted under the 
provisions of the Intercolonial Railway Act for operation 
and managerial purposes. 

It was not until Order in Council -?.c. Tb or 

January 20, 1923, was passed that the "Canadian Government 
Railways", including the Intercolonial Railway and its 
Subsidiaries, became subject to the Railway .ct and the 
Jurisdiction of the Board of Transport Commissioners, 
except as otherwise provided in the Canadian National 
Railways Act and the Act respecting Government Railways. 
Enabling legislation for the application of the Railway 
Act had previously been provided by Section 5 of that 
Act which reads as follows: 

"5, This Act shall, subject as herein provided, 
apply to all persons, railway companies and railways, 
within the legislative authority of the Parliament 
of Canada, whether heretofore or hereafter, and how- 
soever, incorporated or authorized, except Government 
railways, to which however it shall apply to such 
extent as is specified in any Act referring or 


relating thereto. 1919, ce. 68, s. 5" (underlining 


(21) Page 3 of Brief. 
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inserted). 

and by Section 16 of the Canadian National Railways Act 

Bo? as follows: 
"16. Notwithstanding anything in the Government 
Railways Act or any other Act, the provisions of the 
Railway Act, respecting the operation of a railway, 
as distinguished from the provisions of such Act 
respecting the construction or maintenance of &a rail- 
way, Shall apply to such of the Canadian Government 
Railways as would but for the passing of this Act be 
Subject to the Government Railways Act, during such 
time as the operation and maintenance thereof 18 
entrusted to the Company under the provisions. of this 
Act. 

"(2) The provisions of the Railway Act respecting 
maintenance of a railway shall also apply to such 
railways during the time aforementioned in so far as 
Such maintenance affects the safety and protection 
of railway employees and the passengers upon the 
railway." 

It is of interest to observe that Order in Council 
Fel. 115 .0n entrusting specified railways in the 
Canadian Government Railways group provided also that "all 
other railways and branch lines, the title to which, ana 


to the lands and properties whereon such railways are 


— 


ently amended by Chapter 13 of the Statute 
ae ee 1928, which expressly stipulated the non- 
application of the R.ilway Act in respect of matters 
relating to the location of lines of railway, the 
making and filing of plans and profiles - other than 
highway and railway crossing plans - and the taking 
and using of lands and expropriation proceedings, 
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constructed, is vested in His Majesty, be by Order in 


Council entrusted in respect of the management and operation 


thereof", and "that such management and operation shall 
continue during the pleasure of the Governor in Council, 
and shall be subject to termination or variation from time 
to time in whole or in part by the Governor in Council." 
(underline inserted). 
It appears that in the application of the Railway 
Act, the Canadian National Railway is divided into three 
groups - 
(1) The Canadian National Railway Company; 
(2) The Canadian Government Railways; and 
(3) Railways controlled through stock ownership by 
Canadian National Railway Company directly or 
Indirectly, 
The position of the Canadian National Railway 
Company in relation to the Railway Act is clearly indicated 
ins. 2 of c. 10, 1929 (Canada) section 17(1) and s-s.(2) 
(a) which reads as follows: 

"17 . (1) All the provisionsof the Railway 
Act shall apply to the Company, except as follows:- 

"(a) such provisions as are inconsistent with 
the provisions of this Act; 

"(b) the provisions relating to the location 
of lines of railway and the making and filing of 
plans and profiles other than highway and railway 
crossing plans; 

"(c) such provisions as are inconsistent with 


the provisions of the Expropriation Act as made appli- 


cable to the Company by this Act. 
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"(2) (a) All the provisions of the Expro- 
priation Act except where inconsistent with the 
provisions of this Act, shall apply mutatis 
mutandis to the Company." 

As to controlled railways of the Canadian National 

Railway Company, the Railway Act, where not inconsistent 
with the Canadian National Railways Act, "applies to the 
subsidiary companies’ railways subject to the legislative 
authority of the Parliament of Canada to the same extent 


as the Act "applies to Dominion railways in generat =>) 


The "Eastern lines" of the Canadian National 
Railways consist of the railways: 
(1) Vested in the Crown and entrusted to the Canadian 
National Railway Company for operation and 
management (Canadian Government Railways - 


Newfoundland Railway Company) ; 


(2) Controlled through stock ownership of the 
Canadian Northern Railway Company (Halifax and 
Southwestern) ; 

(3) Purchased by the Canadian National Railway Com- 
pany (St. John & Quebec Railway). 

It follows from these various methods of ownership and 
control that the application of the Railway Act and the 
jurisdiction of the Board of Transport Commissioners to the 
constituent parts of the "Eastern lines" are obtained by 
divers legal approaches. This situation in respect of the 
"Canadian Government Railways" should not preclude any 
"variation from time eid in whole or in part by the 


2 . " s ri 
Governor in Council , nor variations in whole o n 


23 Coyne's "Railway Law of Canada”, ns. a 
24 Pai, 125, .qanusey 20. 1923 
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part in respect of the other constituent parts of the 
“Eastern lines", including the Canadian Government Railways, 
by appropriate amendments to the Canadian National Railways 
Act. 

Although the "Canadian Government Railways" were 
not subject to the Reillway Act and the Jurisdiction of .the 
then Board of Railway Commissioners prior to dJ&nuary 20, 
1923, thé rate structure of those railways was revised 
upwards from time to time in the period 1912 to 1924 to 
reflect either adjustments authorized by the Board on 
application of railways Subject to the Act, or pursuant to 
Order in Council, or by voluntary action on the part of the 
management of the Intercolonial, to equalize the rate 
Structure within the Maritimes and from the Maritimes 
westward to destinations in Canada,‘ ®9) These adjustments 
are referred to in a subsequent section of this eter, tec? 
It is sufficient at this point to direct attention to the 
reversal in policy that was exercised in connection with 
the Intercolonial Railway and that which had existed prior 
to 1912 in recognition of the logic and necessity of 
maintaining low rates in order to facilitate the movement 


of traffic from the Maritimes as part of a national policy 


having its roots in Confederation. 


—_—_—_—— 


(25) 


The R.A.C. Henry study for the Sirois Commission 
makes the following observation at page 76 - "During 
the period of direct government operation, freight 
rates on the Intercolonial were influenced by, but 
not subject to, the periodic adjustments of freight 


e '! 
rates on other lines. 


(26) Pages 56, 57, 58, 59, 60 of Brief. 
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The levelling upwards of the Maritime rate 
Structure reached its zenith after the Intercolonial became 
subject to the jurisdiction of the Board of Railway Com- 
missioners in 1923. On May 10 of that year, the Maritime 
Standard Mileage Scale was increased to the level of the 


(27) 


Quebec-Ontario (Central) scale and approved by the Board , 

It is not clear whether or not this change in 
rate polf.cy on the Intercolonial Railway before it became 
a part of the National system was influenced by pressure 
from competing railroads or industries, or poth, (278) 

With reference to footnote 27(a) I wish to point 
out, and I will refer to it later on, that the sugar 
rates had been predicated on a commodity basis, and were 
subs€ quently raised to a class rate basis during the 
levelling off period between 1912 and 1924, 

The Royal Commission on Dominion-Provincial 
Relations noted "that the rates imposed by the management 
of the Intercolonial in 1912, and continued for fifteen 


years, were wholly commercial in character is beyond 


(27) "after the taking over of the Intercolonial by the 
Canadian National in January 1923, the rates of 
that road became subject to the jurisdiction of the 
Board.....and with the approval of the Board, the 
Maximum Standard Mileage Class Rates in the Maritimes 
were made the same as those in the Quebec-Ontario 
(Central) scale effective May 10, 1923." (p. 85 
Henry's Railway Freight Rates in Canada). 


i without significance that when increases 
ioe ha ae were modified from Maritime refineries 
in 1918 by 0/C 2080 it precipitated strong protests 
from Central Canadian refineries, The modified 
rates were rescinded by O/C 679 in September, 1919. 
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(28) 
question", and in substantiation of that statement the 
Commission referred to an explanation made by the Hon, 
Frank Cochrane, then Minister of Railways, in connection 
with an average increase of five per cent (29) effected 
on the Intercolonial in 1912 when he said "I am trying to 
run the Intercolonial on a business basis.....1I am 
Satisfied that increases in rates are ASdese aan) ae 
‘In another part of its report the Sirois Com- 
mission, in reference to the tendency of rate making to 
lessen regional differences and to maintain for Canada a 
position of relatively low rates, states - 
"The only flagrant case of disturbing 
established differentials to the injury of a region 

was the equalizing of Maritime rates with those of 

the Central division in 1912. This was done by the 

management of a railway under Government control 

eee et 3U) 

THE CHAIRMAN: Q. What region was injured there? 

A The Maritime area, sir. 

Q Is that what they mean? 

A That is what it means here in that particular foot- 
note. If I remember correctly they were discussing the 
levelling off or so-called equalization of rates. 

Q The equalization in that case consisted of in- 
creases in the Maritime rates? 


A That is right; in other words, our rates went up- 


wards, sir. 


28) Book 1l age 254. 
ee Some Kaieers placed the increase in individual rates 


as high as 40 per cent. 
eat Debates House of Commons 1912-1913, col. 12,065. 


Book 11, p. 197; 
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A Similar conclusion was reached by Professor W.A. 
Mackintosh in his study for the Sirois Commission as fol- 
lows: 

"Transportation rates have been modified to the 
advantage of those regions least favoured by com- 
petitive influences. The chief, end important. 
exception was in the period 1913 to 1923 when rate 
changes were distinctly adverse to the Maritime 
Provinces." (32) 

There is no doubt from the findings of the Duncan 
and Sirois Commissions that it was the policy of the 
government to maintain lower rates within and from the 
Maritimes. In the study prepared by Mr. R.A.C. Henry and 
associates for the Sirois Commission rate schedules and 
charts indicate beyond refutation that such was the case. 
For example, in connection with the Maritime Standard 
Mileage Rates there is the following statement -- 

"In the Maritime Tariff of March 1, 1898, the 
rates of the Quebec-Ontario scale were adopted, but 
novutor the, same. distance. ..0(his procequre 
reflected the rate-making policy of the Government 
on the Intercolonial Sole) 

Since the Intercolonial became part of the 

National system and subject to the jurisdiction of the 
Board of Railway Commissioners the rate structure, except- 
ing rates as required by the Maritime Freight Rates Act 
and otherwise necessitated by the pervasive influence of 


competition, has generally been maintained on a uniform 


——— ee. 


(32) Sirois Commission published Reports, Appendix 3,p.97. 
(33) Railway Freight Rates in Canada, p. 85. 
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basis with the rate structure in the Quebec -Ontario 
(central) rate territory. 

Loe ast rtculties oF circumventing uniformity in 
the rates in the National System without conflicting with 
the Railway Act is patent from the evidence of Mr. b: ygaed WP, 
Weldon, former traffic manager of the Atlantic Region, 
before the Board of Railway Commissioners at Saint John, 
Neos on a eed 12, 1926, when he said in cross-examination 
as follows: 

"Q. That when you are a part of a system you 

feel that you cannot give a Shipper on this part a 
lower rate than a shipper on another part of the 
System outside of this region? 

A Yes, we know by sad experience that we can- 
not. 

Q@. Did you have the same difficulties in the 
intvercolonial days, that is before 1911? 

A. Well, no, we could not have’ the Same daiffi - 
culties because we were a purely local line. We had 
no responsibilities outside of the region, the 
situation was entirely different." (34) 

If the rate policy of the Intercolonial prior to 

1912 had been followed, concomitant with such other adjust- 
ments that might be required to encourage long haul traf- 
fic, the legal process which brought the Canadian Govern- 
ment Railways under the jurisdiction of the Board of Rail- 
way Commissioners in 1923 would have terminated the 
necessary rate differentials unless provisions were 


incorporated in the Act respecting the Canadian National 


(34) Vol. 462, Transcript of Evidence, pp. 6927-6928, 
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Railways, and possibly other Acts, providing otherwise, 
This was one of the difficulties which no doubt confronted 
the Royal Commission on Meritime Claims. However, it 
should be emphasized that at the time of the Duncan Com- 
mission's investigation, and under then existing: condi- 
tions, it appears that the volume of traffic being lost by 
the railways to motor vehicles had "not developed 
sufficiently to enable the railways to come to a final 
decision as to how far they should go in the direction of 


(35) 


meeting that motor traffic," While the loss of 


traffic to the trucks was causing the railways some con- 
cern no one evidently expected the almost revolutionary 
competition which subsequently developed after 1930, net 
only from motor vehicles but also from water transport, 
particularly in the Central Provinces. The question 
therefore arises, had the competitive developments which 
Subsequently took place been foreseeable, or been placed 


before the Duncan Commission as a possibility, would it 


not have recommended measures whereby the purpose and 
intent of the Intercolonial Railway as it found it would 


have been protected against such contingencies? 


(35) Vol. 510, p. 7674, Argument by Mr. E.P. Flintoft, 
K,C., C.P.R. Counsel in General Preight Rate Investi- 
gation. Note also statement in Argument at p. 7675 
which reads "Does anyone suggest that it would be 
practicable from a rate -making standpoint to have a 
different basis of rates from one or two of these 
interior points while rival industries at other points 
continue to enjoy a lower basis? As Mr. Watson" -- 
if I remember correctly he was with the C.N.R. and had 
given evidence in that case --"pointed out this would 
disrupt the whole rate structure. Moreover, it would 
tend to destroy the fruits of the investment of large 
sums of money which had been spent in the development 
of industries, relying on existing rate relationships. 
Towns like Kitchener, Galt..... and many other manu- 

facturing centres, would be put in a position of great 


disadvantage by any such action." 
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(h) Findings of the Duncan Commission in 
Connection with the Rate Structure 
The Duncan Commission interpreted the rate 
structure that had prevailed up to 1912 as rightly the 
"fulfilment by successive Governments of the policy and 
pledges" incipient with the railway. The Commission found 
also that subsequent to 1912, and to the time of its 
report (1926) that the "Intercolonial rates have suffered 
an estimated cumulative increase of 92 per cent" (ise., 
their 100 became 192), whereas "the estimated average 
increase of rates for the rest of Canada" was "55 per cent" 
(i.e., their 100 became 155) - a situation which resulted 
in the following conclusion: 
"That the rate structure as it has been altered 
Since 1912 has placed upon the trade and commerce 
of the Maritime Provinces (a) a burden which, as 
we have read the pronouncements and obligations under- 
taken at Confederation, it was never intended it 
should bear, and (b) a burden which is, in fact, 
responsible in very considerable measure for depressing 
abnormally in the M.ritimes today business and enter- 
prise which had originated and developed before 1912 


On the basis and faith of the rate structure ase ic 


then stooa," (36) 
It is to be remembered that during the period 


between 1916 and 1920 freight rates had been increased 
considerably, and a recession followed, and it was during 


that particular time that the Maritimes found themselves 


in very dire economic straits. 


ET 


(36) Report of Royal Commission on Maritime Claims, 
1926, p. 21. 
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Preliminary to its recommendation, the Duncan Com- 
mission observed that the Intercolonial Railway was con- 
Structed 250 miles longer than would have been required on 
commercial grounds, and that the relatively high gradients, 
the curvatures and greater exposure to weather conditions on 
the "strategic" route resulted in relatively high operating 
expenses which should not have bean reflected in a rate 


structure but Should have been borne by the Dominion 
Government, 


The Commission then went on to recommend -- 
"That an immediate reduction of 20 per cent (so that 
192 will become approximately 155) be made on aa 
rates charged on traffic which both originates and 
terminates at stations in the Atlantic Division of 
the Canadian National Railways (including export 
oa import traffic, by sea, from and to that divi- 
Sion), and that the same reduction be also applied 
to the Atlantic Division proportion of the through 
rates on all traffic which originates at stations 
in the Atlantic Division (excluding import traffic by 
sea), and is destined to points outside the Atlantic 
Division." {37) 

For the purpose of the recommendation the Western 
limits of the "Atlantic Region" were to include Diamond 
Junction and Levis - "Diamond Junction being the point at 
which the Transcontinental Railway meets the old Inter- 


colonial Railway, and Levis the point to which, in 1879, the 


Intercolonial Railway was extended." 


Por) Ibid, os 22. 
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In defence of the method and measuring proposed 

by the Commission it stated that -- 

"The situation is one that can only be dealt 
with in a broad spirit, and one that for the econ- 
omic welfare of the Maritimes must be met without 
delay. The course we suggest has the effect of 
giving immediate relief in a manner that is equit- 
able ds well as broad. The cost of this relief 
Should be definitely borne by the Dominion Govern- 
ment, who will make the necessary reimbursement 
to the Canadian National Railways through the medium 
of the Canadian National Railways Budget, without 
impairing the financial results of the operation 


of the system. 
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We are not overlooking that the other great railway 
System operating in the area would be entitled to 
equitable consideration if they find themselves 
prejudiced as a result of the reduction proposed." 
(38) 

The advantages of the "broad measuring" as 
recommended were summarily upheld by the Duncan Com- 
mission ‘in the following language: 

"It separates completely considerations of 

national policy from considerations of railway 

policy proper. It restores the original pur- 
poses of the Intercolonial Railway as interpreted 
by Une rate structure prior to Loi, 

without withdrawing it from the consolidated 

System of National railways, a step which we 

think would be retrograde, and, in the end, very 

unsatisfactory. 

"The cost of the reduction is a matter that 

Can be measured: definitely and conclusively for 

each financial period without any complication 

Or confusion to the financial operations ver the 

consolidated system - a feature that, in our 

view, is almost as important as the avoidance of 

complication in the practical operations of the 

system," (39) 

The transportation changes which have taken 
place since the Royal Commission on Maritime Claims 
made its recommendations on freight rates (and subsequently 
incorporated in part in the Maritime Freight Rates Act 


1927) dictate that the whole matter now requires review 


to determine: 


(38) Report of Royal Commission on Maritime Claims,p,.22,23. 
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(a) the effects of the changes in relation to the 
purpose and intent of the Intercolonial Railway 
as reflected in the rate structure prior to 
1912, and recognized in Statute form by the 
Maritime Freight Rates Act; 

(b) what measures and revisions are now necessary 
to re-establish and perpetuate the purpose and 

{ intent of the Intercolonial Railway compatible 
with changing conditions and circumstances which 
either were not foreseeable at the time of the 
Duncan Commission's investigations or were not of 
such moment to require the considerations which 
Subsequent events appear to justify. 


(i) The Maritime Provinces in Relation to 
the National Policy since Confederation 


While there was considerable doubt that an 
intercolonial railway within Confederation would induce 
a flow of traffic to the Central Canadian markets without 
depressed rates and other encouragements, there did 
exist expectations that economically the Maritimes would 
benefit by the flow of central and western traffic through 
their ports, and that on the basis of its coal resources 
industrial developments would naturally follow. 

In 1879, at about the time the so-called 
National Policy became law and Canada embarked on 
protective customs tariffs directed towards increased 
industrialization in Canada, it had become manifest in 
the Maritimes that economic conditions, instead of 
developing as anticipated, had declined relatively. 

In the period 1880-1900 the Maritimes continued 
to lose ground economically in relation to the rest of 


Canada, and while some stimulation was given to certain 
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industries and a few were able to obtain access to the 
Central Canadian markets, the quantum was not sufficient 
to offset the loss in export markets and shipping. 

During those years prevailing conditions were 
reflected in a relative decline in population, While 
the decline in population is not wholly attributable to 
the tariff there is a general agreement that it certainly 
intensifY¥ed the economic difficulties of the Maritimes. 

THE CHAIRMAN: Q. Are you referring there to the 
customs tariff? 

A Ho the customs tariff, yes, ‘sir. 

No less was the fact that distance from the 
larger markets of the Central Provinces, even at depressed 
rates, constituted a relative disadvantage compared with 
industries located nearer the markets and therefore 
lessened the inducement for industrial development which 
otherwise would have resulted. 

The principal seuree of revenue for Canada at 
the time was from import duties. To the extent that 
losses incurred from depressed freight rates had to be 
met by revenue from import duties, it is patent that the 
greater the Dominion's contribution to railway losses 
and the greater the Dominion's aid to railway construc- 
tion, the greater was the need for import duties with 
their restrictive effect on the export economy of the 
Maritime Provinces. 

The economic history of the Maritimes up to 
World War I continued to indicate a persistent worsening 
of its economic position in relation to the rest of 
Canada under transportation and tariff policies directed 


towards national economic integration. In this connection 
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one finds that concurrently with resources being strained 
“in an effort to establish a commercial empire on the 


(40) 


St. Lawrence" the Maritimes have been confronted 
almost continuously with problems of readjustment to cope 
with changing and unfavourable market conditions, 
anmiiuenced by = 

(a). the tariff policy; 

(b)! the loss or worsening of export markets resulting 

from international trade conditions: and 

(c) the increased cost of transportation to the 

Central Canadian markets. 

The protective tariff undoubtedly encouraged in 
the Central Provinces industrial agglomeration and its 
corollary ——.a concentration of population, Without the 
protective policy, the Maritimes would have traded more 
With the Eastern United States, Great Britain and other 
countries, (41) Then too, it is a reasonable presumption 
that in the Maritimes new export industries would have 
been encouraged, and possibly more local industries 
developed even though at the time of Confederation the 
older export industries in the Maritimes had apparently 
peen An decline .\1?? 

It must not be overlooked that the construction 
of the Intercolonial Railway and subsequent improvements 


(40) Report of Royal Commission on Dominion-Provincial 


Relations, Book 1, p. 206. . 
(41) Study prepared by Prof. W. A. Mackintosh "The 
Economic Background of Dominion-Provincial 
Relations", p. 88. 
(412) Report of the Royal Commission on Dominion- 
Provincial Relations, Book 1, p. 159. 
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have apparently been more conducive in opening up the 

markets of the Maritimes to Central Canadian industry than 

in facilitating the access of Maritime producers into the 

Central Canadian Nereena ee I call attention to my 

footnote here, reading as follows: 

(43) Page 89, Study of W. A. Mackintosh for Sirois 
Commission, supra. Note also at pages 119 and 120 
Bool 1, Report of Royal Commission on Dominion- 
Provincial Relations the following statements of 
considerable import - "The relative, and in some 
cases absolute, decline in Maritime manufacturing 
which began at the end of the last century continued 
during the twenties." "The difficulties of the 
widespread economic readjustment which the Maritime 
region had to undergo during the twenties were 
enhanced, particularly durine the: first halteor 
the period, by the efrects of the national poLicies. 
The isolation of these provinces from the markets of 
the rest of Canada was intensified by the War and 
immediate post-war rise in freight rates. .. . The 
policy of protective tariffs, although it was nov 
altered in any important respect, bore with increas- 
ing weight upon the depressed and marginal exporting 
industries. ' "By 1929, some of the unfavourable 
circumstances had disappeared and the major readjust- 
ments required by the remainder had been accomplished. 
At the end of the period, the Maritimes had less 
of the feverish activity of a boom than other parts 
of Canada, but they were better prepared to withstand 


the shock of the depression." 
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The concentration of industry in Quebec and 
Ontario and the proximity to the largest consuming market 
of Canada contribute to economies of large-scale production 
and lower distributing costs, which have facilitated 
the extension of the competitive marketing area and have 
handicapped Maritime producers with a limited local market 
and relatively higher transportation costs. Most of the 
Maritime! products that ordinarily enjoy large markets in 
the Central Provinces are for the most part highly 
competitive and marginal. Because of these competitive 
and marginal factors some Maritime industries have resorted 
to specialty and quality production in order to offset the 
disadvantages of distance to the Central Canadian markets. 

(j) The Maritimes and National Policy 

The long term trend of industrial concentration 
in the Central Provinces was given further impetus during 
World War II when new industrial plants were encouraged 
in that area for a variety of reasons. While there were 
Some industrial expansion and development in the Maritime 
during the war period, they were more in the nature of 
increased production of existing plants and peculiarly 
adaptable trades, rather than in the establishment of 
new industrial pursuits. In the period 1919 to 1945 the 
Canadian economy has changed its status from one dependent 
principally on the primary industries -- agricu'ture, 
fishing, mining and lumbering. In 1919 manufacturing 
accounted for 33 per cent of the total net value of 
commodity production as compared with 52 per cent in 
1945, whereas the net value of agriculture to the total 
dropped from 44 per cent in 1919 to 21 per cent in 1945, 


On the other hand, available statistical returns indicate 
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that the economy of the Maritimes has remained primarily 
Dasic. 

Since the termination of World War II some new 
plants have been established in the Maritimes producing 
commodities previously imported. However, these Provinces 
have shared in the post-war industrial expansion only on 
a very small scale compared with the Central Provinces where 
between 1945 and 1949 was expended the greater proportion 
of the total investment in Canada for plant and equipment 
amounting to approximately $2,200 millions. (44) 

(k) Statistical Aspects of the Economic Position 

Of the Provinces-of N. Bune o end. 

in the National Economy. (45) 

The lack of complete interprovincial trade 
statistics makes it impossible to appraise with exactitude 
the beneficial and detrimental consequences of Confedera- 
tion on the Maritimes' economy. However, there have 
been developed sufficient statistical returns to indicate 
that relatively the national policies have not benefited 
the Maritimes commensurately with Canada as a whole. 
Moreover, it is not possible to reconstruct what their 
economic position would likely have been if the Maritimes 
had remained apart or if they had joined the United States. 

An analysis of available statistics reveals that 
the Maritime Provinces contain 51,237 square miles or 
1.4% of the total area of the Dominion. In this region 
there are located approximately 1,231,000 people or 9.56% 
of the total Canadian population estimated for 1948 at 


eee iately 2.888, c00. 7°) 


un) Foreign Trade, Vol. VI, page 1286. 
45) Source of information D.B.S. Reports and Publications, 


and as otherwise indicated. 
(46) D.B.S. preliminary estimate. 
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On the basis of these preliminary figures the 
Maritimes' population in relation to Canada as a whole has 
decreased from a percentage of 9.82 in 1941. 

In the general field of production the Maritimes 
with about 10% of the Canadian population contribute only 
approximately 5% of the Dominion total, A breakdown 


of the production figures indicates that of the Dominion 


total the approximate Maritimes! contribution is normally: 


TABLE 3 
Agriculture 6% 
Fishing 37% ( 45% in 1944) 
Forestry 11% 
Mining 6% 
Manufacturing 4% 


Even more striking are the gross production per 


capita figures vis-a-vis Canada as a whole as follows: 


TABLE 4 
Maritimes All Canada 
1938 SPO ess wee ee 
1944 | Sine sisi prs $1052. 
1945 on Olas - § 963. 
Agriculture. The population of the Maritimes is, 


and has been, predominantly 


rural and agricultural, even 


despite. a decline in the rural and farm population and 


the abandonment of a large number of marginal and sub- 


marginal farms. 


While there exist regional exceptions, 


the topography of the Maritime Provinces is not generally 


conducive to large-scale farming with its associated 


benefits, including adaptation to improved agricultural 


practices, the maintenance of uniform standards, and more 


favourable marketing arrangements. 
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urban markets in the Maritimes has also been a deterrent 
factor in the development of agriculture on a larger scale. 
Maritime agriculture has had to specialize, as in the case 
of apples and potatoes in some of the most adaptable 
farming sections, in order to compensate for the limited 
local markets. As a large part of the specialized 
production is dependent on foreign markets it is particular- 
ly vulnerable to import policies of other countries and 
external ‘conditions. 

Other pertinent data reflecting the position of 
agriculture in the Maritimes in relation to the Dominion 
as a whole indicates that: 

(a) The investment in farm capital in the Maritimes 
averages around $4,000. per farm compared with 
an average of about $7,000. for all Canada; 

(b) Net income to farmers in the Maritime Provinees 
is considerably lower on a per farm basis than 
the average for all Canada; 

(c) The acreage of field crops in the Maritime 
Provinces 1s relatively small, While grain 
is grown on most farms, the Maritimes hawve 
always imported from Western Canada some grain 
for feeding purposes, and in recent years gnder 
the Feed Grain Freight Assistance Policy in 
conjunction with the livestock production 
program, the quantum of feed imports has incre sed 
substantially. Specialization efforts in potato 
production have brought about a widespread 
reputation for quality in foreign and 
Canadian markets. In 1930 the potato acreage 


accounted for 25.6% of the whole Canadian 
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acreage, and in that year the production of 
27,791,000 bushels accounted for 37.6% of the 
entire Canadian potato crop. In 1946 these 
percentages had risen to 27.8% and 38.34 
respectively. In addition, the Maritime turnip 

and 35.1% 
production in 1946 accounted for 27.6%/of the 
total Dominion acreage and production respective- 
Ars 

(d) The Feed Grain Freight Assistance Policy, coupled 
With a concerted effort om the part.or the 
Provincial Governments, has resulted in a 
substantially improved live stock production, 
particularly in swine, Considerable improvement 
has also been manifested in poultry production. 
On the other hand, sheep raising in the Maritimes 
has lagged. 

(e) In 1946 the production of creamery butter and 
factory cheese in the Maritimes represented about 
6.6% and 1.1% respectively of the total for 
all Canada. 

(f) The permanent loss of the large pre-war apple 
sales to the United Kingdom market is necessitat- 
ing a reorientation of the Nova Scotia apple 
industry. The present program has resulted in 
a reduction in commercial apple trees in 
Annapolis Valley from 1,587,566 to 1,102,631 

trees, (7) Since the beginning of World War II the 

industry has been heavily subsidized -- during 


the war years to tide it over until apples 


Appendix 12 and N.S. Spple Marketing Board. Increased 
disposition of apples is essential to Canadian markets. 
Since the beginning of World War II Ontario and Quebec 
have heen eking about 10% of the fresh apples dis- 
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could be shipped again to the U.K., and since 
the war to facilitate a transition to domestic 
and other outlets since the U.K. in the last ten 
years has overcome its reliance on imports 
to fill its apple requirements except under 
abnormal circumstances. The New Brunswick 
apple industry, which is on a considerably 
Smaller scale, has been geared to a domestic 
market and continues to show improvement. 
Fishing Industry. The Maritimes fishing in- 
dustry is of far-reaching importance to the Maritimes! 
economy. Throughout its long history the Maritimes" 
Fishing industry had its golden eras and its days of 
adversities. In 1875 the total market value ct fish anc 
fish products in the Maritime Provinces represented 80.2% 
of the Dominion total as compared with 32.5% in 1928: 33.9% 
in 1938; 32% in 1942; 42.7% in 1944 and 41.4% in 1945. 
The increase in the Pacific CoaSt fisheries was the 
principal factor in the decline in the percentage of tne 
Maritimes to the Dominion total. Other contributory 
factors in the relative decline in the market value of 
Maritime fish and fishery products were: 
(a) the increased competition after World War I 
from other fish exporting countries, such as 
Norway, Iceland and Newfoundland; 
(b) adverse conditions in the West Indian markets; 
(c) market preference for canned and fresh fish 
instead of dried and pickled fish; 
(a) limitations in the expansion of the fresh-fish 
trade in Canada and the United States due to 


distance from markets; 
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(e) the United States tariff restrictions; 
(f) increased competition from other proteinaceous 

foods, such as meat, eggs and dairy products. 

During the depression the total value of 
Maritime fishery production was $9.8 millions which was 
considerably less than half that of 1918, The improvement 
of the fishing industry at the time was made GCiiliey Disney 
the "poverty of the fishermen, their strong individualism 
and the small-scale and scattered nature of the Maritime 
fishing industry, "(48) The number and diversity of 
products and of processing operations, as well as 
Beographic peculiarities, also added to the problem of 
concerted action towards modernization and improved 
methods. 

For two years after the beginning of World War II 
the pre-war conditions and prices in the fish industry did 
not change materially. However, increasing scarcities 
of proteinaceous foods, increased purchasing power, and 
labour shortages soon precipitated rising prices. Because 
of the depressed position of the fishing industry before 
World War II, the lack of modern equipment, the loss of 
labour to the armed services and munition factories, it 
was not adequately prepared to cope with the increased 
Wartime demands. The situation necessitated the inter- 
vention of the Dominion Government which by various 
measures, coupled with price control, facilitated an 
improvement in supplies for the home market, and the 


greatly expanded wartime production, inspired and 


(48) D.B.S. Study “The Maritime Provinces in Their 
Relation to the National Zconomy of Canada" p. 56. 
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encouraged by the Federal and Provincial Governments to 
meet the acute shortage of protein foods, has continued. 
Since the war, there has been a certain amount of inte- 
gration in the industry. The fishermen, generally, are 
in a much better financial position than they have been 
for years and their standard of living now compares 
favourably with that of other skilled labour. In order 
to maintain this level, no diminution of sales can be 
permitted and, as has been clearly demonstrated during the 
recent meat shortage, the sale of fish reacts sharply 
to any proposed increase in price. Any increase in 
transportation costs must be passed on to the consumer or, 
if consumer demand reacts unfavourably, rolled back to 
the primary producer, thus reducing the income of the 
fishermen accordingly. Present indications are, however, 
that the almost limitless market of the war and the 
immediate postwar period is receding, The Andustry. Wwitn 
increased costs, greater competition, handicaps of 
distance to the principal markets of Canada and the 
United States, and threatening import restrictions, is 
confronted with marketing problems of no small magnitude. 
Forest Industry. Approximately 68% of the 
total land area in the Maritime Provinces is’ forested. 
The breakdown is as follows: 
New Brunswick - 22,190 sq.miles (or 64% of the land area 
Nova Scotia - 11,600 sq.miles (or 34% of the land area 
Poe ie} _ 619 sq.miles (or 2% of the landarea) 
The Maritimes! accessible forest resources 
represent approximately 6.6% of the Dominion total. In 
the Maritimes the forest industry is divided into five 
main groups; woods operation, the lumber industry, the 
pulp and paper industry, the wood-using industries and 


the nanoariiiaing indinartnies. 
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The woods operatiors result in the following 
products: raw materials for the sawmills, pulp mills and 
wood distillation and other plants, logs, pulpwood, 
bolts for export, fuelwood, piles, railway ties, posts, 
fence-rails, mining timber and other primary products 
which are finished in the woods for domestic use or 
export. Other minor forest products include maple sugar 
and syrup, balsam gum, resin, etc. 

Prior to World War I the lumber industry in 
the Maritimes was one of expansion. Between 1920 and 1933, 
due to various factors, the Maritimes! lumber industry 
declined. From 1933 to the outbreak of World War II, the 
industry experienced a slow recovery reflecting the 

influence of the Imperial preferences and trade agreements 
with the United States. World War II introduced to the 
lumber industry the familiar pattern of abnormal demand, 
lessened competition, increasing purchasing power, 
shortages of labour and increased prices. Despite the 
labour shortages the output of the forests was maintained 
at a remarkably high level. It is noteworthy that the 
lumber industry emerged from the war in a much improved 
condition, and progress was also made to improve the 
general standards of the product. 

The Maritimes' lumber industry is geared prin- 
Ccipally to exports to the United Kingdom. Consequently, 
lumber operation is very sensitive to the demands and 
competition in the U. K. market. In 1948 there was a 
material drop in the U. K. requirements of sawn lumber from 
the Maritimes. As a consequence the production of sawn 

lumber in the Maritimes dropped from approximately 


632,000,000 ft. B.M. in 1946 to 332,000,000 Ft. B.M. in 
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1948, If it had not been for a fairly buoyant domestic 
and U. S. demand the drop in the U.K. requirements in 
1948 would have had widespread repercussions. Of 

the total 1948 production of sawn lumber in the Maritimes 
it is estimated that approximately 127,000,000 Ft. B.M. 
were consumed in Nova Scotia, New Brunswick, and Central 
Canadian Reelene aie! 

The 1949 picture for the Maritime lumber 
industry has been brightened somewhat by the recent U.K. 
announcement that it would place orders for 128,000,000 
Ft. B.M. of sawn lumber from the Maritimes for this year. 

While the dependency of the Maritime lumber 
industry on export markets dictates the consummation 
of arrangements directed to a continuance of U.K. and other 
foreign outlets, it is also essential that this primary 
commodity continue to obtain access to the Central 
Canadian markets on a competitive basis. 

Other products of the lumber industry include 
shingles, railway ties, lath, veneer and plywood, box 
shooks,barrels, timbers and pitprops for both the domestic 
and export markets. 

The pulp and paper production of the Maritime 
Provinces has supplanted lumber as the principal forest 
product. It presently constitutes approximately 10 per 
cent of the Canadian total and is mostly exported to the 
United States. 

Mining Industry. Approximately 22 per cent of 
the gainfully occupied in mining in Canada are located 
in the Maritime Provinces. The principal products of 


the mines include coal, salt, gypsum, limestone, 


(49) Appendix 16. 
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barytes, igold and clay. However, coal is the most 
important of the minerals. It represents approximately 
80 to 90 per cent of the total value of mineral production 
in Nova Scotia, and approximately 45 per cent of that of 
New Brunswick. 

The coal industry in the Maritimes, as in 
other countries, has been buffetted about considerably by 
the effects of the World Wars and the competition of 
other fuels, as well as other sources of energy. 

In 1913 the Maritime coal industry attained 
tvs Zenith Of eight million tons, The iron and steel 
industry, the railways, and Quebec have been the principal 
markets. 

During World War I a combination of factors, 
including lack of shipping, disposition of practically the 
whole available output locally, the absorption of skilled 
labour into the armed forces, increased production costs, 
and relatively higher freight rates resulted in the loss 
of the Quebec market. In the period between 1920 and 
1939, with the assistance of rates reduced under the 
Wartime Freight Rates Act, subventions and other measures, 
the coal industry recaptured a large part of the Quebec 
market and was even developing a substantial Ontario 
outlet. 

Within the industry, the repetition of almost 
identically the same pattern of developments as World War I 
again brought about the loss of the. Central Canadian market. 
As a result the industry is again confronted with the 
difficult task of regaining a share of the essential 
Central Canadian market in the face of increased costs, 


freight rates and competition on the one hand, and on 


Ueeestcet 85 ¥e phetontee ‘ait 26 


, 
a ” a ae R ay ra 
ifm. to Sete? Farcs wa “Se ene bee ae 


e : me. eae eee Pees eo 
. A “e , sr ete ~~ a oe Ao Fos, oes SEFee ESTs ¥ &. 
pi) te ak a na) # 8 mae a = he a ea 3 oe few oar RS ep) i ust few Phe 


. mr SOLE SR He AR CS “ete aaa Bae fee ; 
fees Tee og te Os ee 6s, 2 tee . GA 


WI NTIRD teat RES 4S Sroemes, te F 
“ * ie 


aw gett Se Bas arte nas 

ie wha a Ni ° ; 

« 4a Roounde conte sy Llow ee ele Soni 
ve my ih ; a eee | | ‘ i“ 


fe Cao ae 
ates: aN ee tin 


y cm S22 Wierd 
r a seine) et . ier is, i Eee ae 
A he PEND APA a 3 ea z 2 | 
} 
~~ a@6.  Cprendenk” 
4 ee Pet. Fe : a eras eecukas ; Lathe (eee ase J Mies oa: hae . ic. ; he 
By RE : Ge Cee aR aaa: 
J a f 


’ 7 st ater eet % 
i el Sad ve 2s Fe 


e 7 a 
: ¥ Vad ta ke > 
iteutd. to nothigogals.  sofaqivie Toles ae 


ae pene aa 


. \ . F oe ‘a te oe “ey eyeh ree 05 Fi ‘= ; . 
Lions # Be" al vanes A. BE, § Mies CR TG 2 9 8a) 
as ly eee 2 1 ‘ ees : 
| £ 
= UL aa Aree cee: Bre stint! “aa 
; Mi . a At Je. 4 y 
al i 4 eu ee a % ediog ish At — * | 
oy E P 
4 bottvent, Katee Ttgsctt wore ten Me ssn sae 
3 Ua’ dee - ? ] See. era: 
2 Ls re ois 1s 
es ? ee ee aj ae x 
{ » & ae ror | Peas: 74 eid Gay Rh ye Ph 
, 3 - . eh 
he we 4 ioe! Rati rar 
= F > - “%) 
s: ‘~ & ehey i ae %2 Ths Westar eee 
‘ re ec. 4, Pi : 
: 4 sO ‘12 ars 
d wrene ts ; PO ee. Dae Penge hos, ef iteris ae 
ease ee OI. “EF Oi Pe. San ny 
a 


ioua vid. Wo. dene OesR i ty RE 


= a Be Me . 
eM RS Bh ny 4, ‘| e 
"4 . 


H . ad fe » be ,, : + rt, i 
yale Lo qu Oheget. cnht) See ee ae ere oeteet 


7 Ae — im 2 
Bu. SLAOK @8, Blstomes lero) ite seth A ease 


seh Te env etfs ries * 


y 7 rca } 


LY ttw De trav tnoo, Nieee. a yeast: atte: iis 


7 iF 2-3i.% 


‘ > ete Fy pea 
Gatdecna’yys stots: 


sal 


- 3447 - Mr. Matheson 


the other a substantial diversion to other forms of 
energy and further change-overs expected in both industry 
and the railroads. 

As the coal industry is particularly vulnerable 
to business fluctuations, and such a large percentage 
of the Maritimes' population is dependent upon the 
industry poe its livelihood, the incidence of business 
recessions creates problems of far-reaching consequences 
in the Maritime economy, 

Manufacturing. In the general field of 
manufacturing, (5°) reference has already been made to 
the failure of the Maritimes to attain within Confedera- 
tion the great manufacturing status in which many have 
placed sanguine hopes. 

Immediately following Confederation investments 
were made in establishing manufacturing industries, in- 
cluding woolen and cotton mills, boot and shoe factories, 


sugar refinerics and glass works. However, during the 


(50) The production of iron and steel is an important 
industry in Nova Scotia. The principal operations 
in this industry in the Province are carried on at 
Sydney where one of the three large basic steel 
plants of the Dominion is located. 


Obviously no study of transportation costs in Canada 
would be complete without investigation of the 
problems which arise in respect to the transportation 
of the products of this industry. 


However, in view of the fact that special repre- 
sentations will be put before the Commission by 
those that are directly responsible for the conduct 
of this industry we shall not attempt a discussion, 
even in the most general terms, of this aspect of 
the problem. 
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expansion period of the early century, manufacturing 

in the Maritime provinees, instead of developing as in 

the Central Provinces, declined relatively, As the 

Scale of industry increased in the Central Provinces due 

to various factors, including the national policy and 
proximity to markets, the existing small industries of 

the Maritimes found it not only difficult to compete. in 

the larger markets of Canada at higher transportation costs 
but were even finding it difficult to compete in the 

local market. 

Some manufacturing expansion of a temporary nature 
occurred during World War 1. Thereafter, there were ex- 
perienced concurrently some industrial development and 
retrogression,. The net result was that the Maritimes 
continued to decline in manufacturing in comparison with 
Central Canada. The freight rate increases effected 
between 1921 and 1921 contributed materially in handicapping 
established Maritime industries dependent upon an outlet 
for their products in the Central Provinces. The limited 
new manufacturing development in pulp and paper, sugar 
refining, oil refining, and confectionery, was made 
possible only through locational advantages which in some 
cases were offset by the relatively higher transportation 
costs on shipments to competitive markets outside the 
Maritimes. 

The stimulus of World War II to industries in 
the Maritimes, including manufacturing, has already been 
mentioned re ee but as in the case of World War I 


the stimulus was considerably less than for Canada as a 


(50a) Page 28 of brief. 
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whole and is of a less permanent nature. indeed, since 
the termination of hostilities, despite the establishment 
of a number of small industries in the Maritime Provinces, 
there do not appear to be any indications of an upsurge 
from the adverse trend in the subjoined percentages of the 
gross and net value of manufacturing in the Maritimes 
to the whole of Canada: 
TABLE 5 (51). 
GROSS VALUE OF MANUFACTURED PRODUCTS 


8000 
Per Cent 
Maritime Provinces 
Maritime Provinces of Canada 

1870 29,706 13.4 
1890 59,164 LHI 6) 
1900 46,892 9.7 
1910 91,265 ae 
LOL] DON Oa 7.9 
1920 2607012 (Ge 
1925 137,025 4.9 
1628 162, 343 4.2 
1933 92,033 veh 
1939 Lee ak 44 
1943 3301, 975 3.9 
1945 367,991 45 


(51) D.B.S. Study "The Maritime Provinces in Their Rela- 
tion to the National Economy of Canada, p. 100. 
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TABLE 6 (52) 


NET PRODUCTION VALUE OF MANUFACTURES 
NOT ELSEWHERE SPECIFIED 


5000 
Per Cent 
Maritime Provinces 
Maritime Provinces of Canada 
1920 Sec eM Gel 
1930 42,003 ee 
1939 46,516 Eas 
1946 92,328 Said 


(52) Based on D.B.S. data. Note, as the net production 
figures for agriculture for the years 1920 and 1930 
have not been completed it has not been possible to 
set out the total net production of the Maritimes 
compared with Canada as a whole for years corres- 
ponding to Table 6. However, the following 
net production percentages for specific Maritime 
industries to the Dominion total are of significance: 


Electric 
Forestry Fisheries Mining Power Construction 
1920 12% 39.5% 16.7% 4.1% 5.9% 
1930 Oat 55. LOs Pils 4 
1939 rial Ci erie 6.9 iy 10.6 
1946 sll 46, tiers 5.6 Onl 


Total Net Production All Industries 


1939 - - - - - 5.9% 
TOLGte es ee 5.9% 
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The Royal Commission on Maritime Claims expressed 
disappointment in the lack of sufficient inter-provincial 
statistics to enable it to pursue investigations along 
lines which the availability of such statistics would 
make possible. The Commission then went on to recommend 
that "on this phase of internal trade a system of sta- 
tistics should be made regularly available from as early 
a& date as possible." Other economic investigations since 
the so-called Duncan Commission have also been handicapped 
by the insufficiency of internal trade statistics, Indeed, 
the submission of the Province of Nova Scotia to the so- 
called Jones Commission in 1934 observed that unfortunately 

the recommencation of the Duncan Commission res- 
pecting internal trade statistics "has not been implemented. 
Although the importance of this information in relation to 
the economic position of the Maritime provinces was em-=- 
phasized most strongly......there is still a lack of any 
comprehensive measurement of the trade of the Maritime 
Provinces.,.." It is of interest to observe also this 
statement from a 1948 publication of the Dominion Bureau 
Cfrovatistics, viz: 

"With Confederation, Trade and Commerce became a 

Department of the Dominion Government and detailed 

records of the trade of the separate provinces with 

each other and with the rest of the world ceased to 

be kept. Hence, the statistical basis for a 

conparison of the trade of the Maritimes before and 


after Confederation 1s lacking. However, certain 


ommission on Maritime Claims,p. yy 


f Royal © 
te a ake of Nove Scotia submission to Jones Commission, 
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"inferences can be drawn from such partial data as are 

available." (55) 

The development of marketing reports on agricultural 
products, information prepared in connection with the 
assistance policies of recent years, and the marshalling of 
data by trade Organizations have resulted in some valuable 
trade statistics On specific commodities; However, until 
such time as complete Statistical returns of provincial in- 
ternal and foreign trade are compiled, it will be necessary 
to resort to some extent to reasonable presumptions, in- 
ferences, conjectures, and informed Opinions predicated on 
existing available material, A thorough and essentially come 
plete diagnosis therefore must await the development of more 
detailed trade data, 

Rail statistics of carloadings and unloadings afford 
the most comprehensive available source of material res-= 
pecting inter-provincial trade, Even with their limita- 
tions these returns enable the formation of some idéa of 
trade, particularly as to the provincial loadings and un0O 

unloadings vis-arvis Canada as a whole, the trend ard 
composition of traffic, the proportion of loadings in the 
category of low-value and basic commodities, and some con- 
ception of the disposition of originating traffic. - . 
When these rail statistics are supplemented by available 
data on specific commodities the Maritimes! trading position 
is presented in sufficiently clear perspective to indicate 


the dependency upon outside markets for its production of 


potatoes, apples, fish and fish products, forest products, 
(55) D.B.S.Study "The Maritime Provinces in Their Relation 


to the National Economy of Canada," p. 155, See also 


pp. 159 and 163. 
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coal, iron and steel products, sugar, salt, stoves, 
confectionery and other manufactured commodities requiring 
more than the demand of the local market in order to sur- 
vive, 

An analysis of the loadings and unloadings of re- 
venue freight in the Maritimes for the five main commodity 
groups for specified years from 1926 to 1948 inclusive ine 
dicates that in respect of mine and forest products the 
Maritimes are net exporters, while on the other hand in 
agricultural and animal products the Maritimes as a =m 
group are generally net importers. Ag to manufacturing and 
miscellansous commodities the Maritimes have, during the 
selected six years, shown three years with net imports 
and three years with net exports.(56.) The exportsof 
coal from the Maritimes are substantially greater than 
indicated by the rail statistics as there is included in 
the freight terminated a large quantity which is moved by 
water from Sydney, N.S., to coastal and St.Lawrence 
River markets. As an example, in the year 1939 railway 
returns show approximately 522,000 tons of mine products 
exported ‘from the Maritimes, whereas there were 2,549,000 
tons of Nova Scotia coal shipped Rea retained for con- 
sumption in the Central Provinces. nS 

The grand totals of the main commodity groups 
reflect the bucyant war and postwar conditions. It is also 
of interest to observe that the 1939 carloadings of the 
Maritimes were approximately 106,000 tons less than 
in 1926, and moreover, on a tonnage basis the Maritimes 
(56) Appendix 2. 

(57) Report of the Royal Commission on Coal, 1946, p. 439 
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as a group enjoyed a net export made up principally of 
mine and forest products, Pe 

In the years 1933, 1939, 1947 and 1948 mine and 
forest products constituted 76.8%, 79%, 69.7% ana Th AS 
regpectively of the total freight loaded at stations in 
the Maritimes. In the corrspond ing years manufacturers 
and miscellaneous loaded at stations in Quebec and On- 
tario made up 10.4%, 37%, wt and 40.5% of the total 
carloadings in those provinces, a, 

An analysis of the rail traffic returns of the 
main five groups broken down into the principal com- 
modities produced in the Maritimes for three selected 
years indicates generally: 

(a) A net export balance; 

(b) The high proportion of the movement by rail 

of commodities of relatively low value which ne- 

cessitate low cost transportation to obtain access 

to competitive markets. 

Other available sources of trade information reveal 
that: 

(a) Under normal conditions the Central vepea sen 

markets are essential to the coal industry: 

(b) For the crop seasons 1938-39 to 1947-48 inclusive 

the Central Canad#an markets absorbed between 27% 

and 62% of the total potato shipments from Prince 

Edward Island, and bs tween ee 85% of the total 


originating in New Brunswick; 


(58)Appendix 2. 
(59) Appendix 4. 
(60) Report of the Royal Commission on Coal, 1946 
(61) Appendices 5 and oy 
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(c) The production of seed potatoes represents an 
important industry to the Maritime Provinces. In 
this connectimout of a total acreage of 69,969.12 
entered for inspection in Canada in 1948 Bein 
60,084 acres were in the Maritime provinces. The 
Maritimes accounted for the sale of 6,190,490 bushels, 
of seed potatoes out of a total Canadian sale of 
6,749,762 bushels in 1947. Exports of the Maritimes! 
sales accounted for 4,025,116 bushels - 2,135,223 
bushels going to the United States and the balance 

to eighteen different countries. The domestic seed 
potato sales amounted to 1,037,917 bushels locally 
and 1,114,334 bushels to the Central Provinces out 

of a total Canadian crop sale of 2,481,308 bushels, 
(63,) 

(4) The following carload traffic was transported on 
the Prince Edvard Island car ferry between Borden, 
P.E.1., and Cape Tormentine, N.S. for the years 


1946, 1947 and 1948: 


TOE hel From P.H.1, 
1946 175655 11, 303 
1947 - 16, (09 13,989 
1948 17, 846 12,0383 


Carload traffic designated as "Miscellaneous" con- 
stitutes the largest single item of the movement +0 


Prince Edward Island, and potatoes in the reverse 
(64) 


) 
direction. 
(62) Appendix 9. 


(63) Appendix 9. 


(64) Appendices 17 and 18. Note - the car ferry statistics 
her 
t transported, although capable of furt 
aoe tea ere the closest approach there is to inter- 
prov "ial trade statistics. These returns, with their 


Limitations, indicate an unfavourable balance of trade 


of carload traffic against PleeD: 
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(e)The quantum of fresh fish moved by Canadian 
National Express from the Atlantic Coast in the year 
1945 to Central and Western Canadian destinations 
amounted to 11,573,280 lbs. net weight, or 12,182,400 
ibs. inclusive of 609,120 lbs. of frozen fish. | in 
addition, the net weight of ‘fresh, frozen and smoked 
fish transported by freight from Nova Scotia 
originating points to destinations in Central and 
Western Canada totalled 17,721,479 lbs. (65, )(66) 
In addition to the fish movement to Canadian markets, 
the Maritimes export substantial quantities of 
Ls, Cea ley to the United States and West 
a. if 
(f) While the export markets of the United Kingdom, 
United States, Eire, South Africa and the West Indies 
constitute the principal outlet for Maritime sawn 
lumber, approximately 127,000,000 Ft. B.M. were 
consumed in 1948 in Nova scary: New Brunswick and 
the Central Canadian markets, i. 
(g) Most of the production of the Maritime pulp and 
paper industry is shipped to the Eastern United 

(69) 
States. 
(h) The Dominion Feed Grain Freight Assistance 
Policy facilitated the movement of the following quan- 


tities of grain and feeds from Western Canada to the 
Maritimes in the year 1948: 
(65) )65) Appendices 14 and 15. 

(67) Note - According to the Canadian Foreign Trade Service 
the United States in 1938 imported approximately 
18,000 tons of fish and fisheryroducts from Canada, 
whereas in 1948 the importations had increased to 


(footnote continued on next page ) 
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New Brunswick T3162 50. Bons 
Novz Scotia 151,460 tons 
Prince Edward Island 47,562 tons 

70) 
Total 330,261 tons 


From an analysis of the statistics that are available 
on the production and trade of the Maritimes these prepon- 
derant facts emerge: 

(1) By far the greater proportion of Maritime pro- 

duction consists of low valued and basic commodities; 

(2) The markets of the Central provinces are es- 

sential for a large proportion of the output of the 

Maritimes; 

(3) Maritime production is, and has been, geared to 

substantial exports to outside world markets, 

particularly the United States, United Kingdom, and 
the West Indies. 
(Footnote 76 continued from previous page ) 

approximately 29,000 tons. Of these totals fresh and 

frozen fish constituted 11,275,320 ewts and 3,287,435 

ewts. respectively. U.S, maintains a quota on fresh 

and frozen fillets from Canada which provides for the 

year 1949 imports of this type totalling 26,881, 369 

lbs. at a rate of duty of 1-7/8 cents per pound. 

Any imports over this quota will be assessed a duty 

of 2-4 cents per pound, The fish exported to the 

West Indies is principally dried and pickled. 

(68) Appendix 16 and page 35 of brief. 
(69) D.B.S.Study "The Maritime Provinces in Their Relation to 


the National Econoty of Canada", p,80 


(70) Appendix 13. 
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The effects of the relatively adverse economic 
trend of the Maritime Provinces visea-vis Canada as a 
whole since Confederation, the relatively small scale and 
marginal industries, the susceptibility of some of the 
principal industries to economic fluctuations and the 
relative lack of urbanization we abundantly evident in 


statistical 


(Page 3462 follows) 
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returns pertaining to wage earnings and other income, 
cheques cashed against individual accounts, life insur- 
ance effected and in force, ownership of passenger motor 
vehicles, radios and vacuum cleaners, telephones per 
capita, and public finance, 

The average per capita weekly se the lead- 


ing industries of the Maritimes and Canada as of Septem- 


ber 1, 1941 and 1947 were as follows: 


Maritimes Canada 
1941 $22 .68 $26.04 
1947 33.46 36.76 
% over 1941 “75 yee 


In this connection the number of employees reported in 


the Maritimes and in Canada as a whole on the same dates 


were: 
Maritimes Canada 
1941 122, 801 1,626, 895 
1947 143,482 1,993,483 
% over 1941 Loves. 22.5 


While it is true that wage earnings "are paca 
affected by the existing industrial distributions ce 
also follows that in a region where wages tend to be low, 
either because of the nature of the industry or economic 
pressure, so will the purchasing power of that region 
be relatively lower compared with the more favoured indius- 
trial regions. The relative increase in the average 
earnings in the Maritimes under existing and abnormally 
favourable conditiens, with seller's markets the order 
rather than the exception, is most significant. 


Farm wages in the Maritimes are also below those of 


j R€lation 
1) D.B.S8.Study "The Maritime Provinces in Their 
ye) to the pecionat Economy of Canada’ Be 130. 


(72) Ibid,p. 136. See also Mackintosh's study for the 


Sirois Commission, p. 70. 
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the Dominion as a whole. The average wage per day of 
male farm help in the three Maritime Pravinces compared 


with Canada as a whole on August 15th, 1947, was: 


Prince Edward Island ..... $3.54 
Nova Seotial 2%. 0 ele eR 
Neveorinewic eral ea oS. 4 69 
WTA | 8s 7d ee ees lee os eee Oy 


Other significant references and statistics re- 
flecting the relative economic position of the Maritimes 
compared with Canada as a whole are the following: 

"Over the past quarter century per capita 

income in the Maritime Provinces has been con- 

siderably lower than in the other regional economies, 

ranging from around 64 to 78 per cent of the Dom- 

inion average." (73) 

"The Level of cheques cashed in the Maritimes is 
extremely low as compared with the all-Canada 
total......The volume of financial transactions 
varies with the degree of urbanization and in- 
dustrialization, both of which are relatively 
low in the’ Maritimes." (74) 

"Despite the absolute and relative gains in the 
amount of life insurance effected and in 
force in the Maritimes in recent years, it would 
appear that the market for life insurance in 
the Maritime Provinces is considerably below 
the all-Canada everage.' (75) 

(73) D.B.S. Study "The Maritime Provinces in Their 


Relation to the National Economy of Canada", p. 187. 


bre) tbid, P. 193 
(75) Ibid, p. 193 
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"Motor vehicle registrations, especially those 

of passenger cars, are often used as an index 

of prosperity......R@gistrations of passenger 
automobiles in the Maritime Provinces are con- 
siderably below the Dominion average." For 
example, the registration of passenger auto- 
mobiles in the Maritimes per 100 population stood 
in 1946 at 6.80 whereas for Canada as a whole 

in the same year the number of registered pas- 
senger cars was 10.03 per 100 population. (76) 

As to radios and electric vacuum cleaners, 

the 1941 census indicated that the proportion 

of households in the Maritimes having these 
conveniences is "on the whole considerably 

below the general average, and the proportion 

of households having none of these conveniences 

is considerably above the general average."(77) 
"The number of telephones per 100 population in the 
Maritimes is considerably below the Dominion 
average......rhe greater use of telephones in 

some provinces may be indicative, not so much 

of greater prosperity 4s of a high degree of 
urbanization." However, the number of telephones 
4s often used as an index of prosperity with due 
weight for the urbanization factor. In the year 
1945 there were 10.4 telephones per 100 population 
in a Maritimes in contrast with 15.3 per 100 


for Canada as a whole. Te) 


THIG,. De, 19D 
Ibid, p. 196-7 
Ibid, p. 196 
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In the field of general finance "the generally 
less prosperous condition of the Maritime Pro- 
vinces is reflected in the statistics of public 
finance." (79) 
"Per capita revenues in the Maritimes -- are con- 
Siderably below the average for other provinces." 
The low taxable capacity of the Maritimes is evident 
tn the sources of current revenues. For example, 
for all three Maritime Provinces the revenues from 
real and personal taxes and succession duties are 
considerably below the average of the other pro- 
vinces. (890) 
As tne economy of the Maritimes has been geared to a 
considerable extent to substantial exportable surpluses 
to the Unitec States, United Kingdom and West Indies, 
in addition to the Canadian markets, it is particularly 
vulnerable to the vicissitudes of international trade 
and political developments. While Canadian policy can have 
little effect on the emerging pattern of world trade, 
yet Canada can be considerably affected by political 
developments, decisions, indecisions and conflicts of each 
trading nation. We have seen our North Atlantic Triangle 
of trade (U.S.~Canada-U.K.) weakened materially since the 
end of the var, necessitating recourse to temporary 
expedients of pump-priming through loans and gifts to the 
United Kingdom to maintain this essential foundation to 
international trade. We have seen the implementation of 
the austerity program in an endeavour to keep in trim our 
P7o,Tbid p. 198 
(80) D.B.S. Study "The Maritime Provinces in Their 
Relation to the National Economy of Canada, pp.202, 


203, 204, 205, 206,207. 


ea 


aa arom 
Wy E78: aw oes ih 


vie m2 a4 
aeiges 


ws 


ee 
7 


came 


arr? i a Paes [ wot; 


y Of) Ae ’ 
” 
He ‘ a fre oat 
. 
> . ay 
oP so 


= 


isomer 4tav ee? Ae 


he Para tO sucolt 


Sewanee 22 


4 1 


OCTET ea 


bps ta: 
Five ye 
: Ck nm ee) 


sant 
Beau) sues 


71 


lp 
4 


SHO wn Mr .Matheson 


trading position with the United States and to encourage 
imports from other countries, We have seen also a 

drop in exports to ERP countries, other than foods and 
basic materials (except lumber), reflecting changes in 
import policies of the foreign governments concerned, 
which deficit, however, was compensated somewhat by an 
increase in the value of the im orts from the sterling 
area and other ERP Bib Beh of more local signi- 
ficance in its influence and effects, we have seen the 
loss of the U.K. apple market which has necessitated 

the establishment of transitional Government assistance -- 

THE CHAIRMAN: Which government? 

THE WITNESS: The Dominion government. As a matter 
of fact, Mr, Chairman, there is no agreement consummated 
as yet for this coming year. 

The drop in the U.K.market for Maritime lumber 
stemming from Britain's purchases from Huropean economic 
recovery program; the indirect effects of U.S. floor 
prices on potatoes and the over-supply situation in that 
country, which has resulted in: an embargo on Canadian 
table-stock potatoes and influenced the establishment of 
floor prices on Maritime potatoes; the incidence of 
shortages of "hard currency" in Latin American countr‘s 
impeding an extension of Maritime trade with those countries; 
the diversion of Maritime iron and steel products from 
available export markets in order to supply competitive 
plants with primary products to match Canada's increased 
demand for secondary and tertiary steel commodities. More- 
over, the prevalent pressure from the U.S.fishing industry 


(81) Annual Report Foreign Exchange Control Board for 


the year 1948, pp. 15 and 17. 
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for additional import restrictions on certain types 
of fish from Canada gives rise to some concern in the 
Maritime Provinces. 

These developments of international purport, with 
their adverse effects on the Maritime ovo were 
paralleled internally by rail rate increases Se 
while presently worsening the economic position of the 
Maritimes on the basis applied and currently proposed, 
will be accentuated more definitely and restrictively 
upon small-scale and marginal Maritime industries 
when existent buOyant conditions recede and become more 
stabilized. 

Since Canada can exert only very limited influence 
Over world trade policies, and since the economy of the 
Meritimes has already experienced adjustments and cur- 
tailments stemming from decisions of other trading nations 
and restrictions associated with the maintenance of 
foreign exchange balances, it therefore becomes of para- 
mount importance to the economy of the Maritimes that 
national policies be directed in everyvray possible to 
improving, rather than worsening, its economic position. 

The economic history of the Maritimes dictates that 
rate adjustments which tend to be restrictive and shrink 
the competitive distributing area of Maritime proeuction, 
or depress further the relative standard of living in 
these provinces, must be avoided if possible or, if ad- 
justments are necessary, be balanced in the process, 


2. Historical Aspects of Freight Rates in Relation to the 


Maritime Provinces. 
(a) General. 


The rate structure that exists in Canada has evolved 


( 82) International and export and import rail rates related 
to U.S.rail rates were also increased by various amounts. 
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from simple manuscript tariffs and rate sheets, of which 
evidently there exists no record, to a multiplicity of so- 
called class and commodity tariffs. It appears that the 
oldest printed freight tariff is that of the Grand Trunk 
Railway of June, 1874. This book tariff contained four 
classes which can be taken as the genesis of the Canadian 
Freight Classification, which is basic to the Canadian 
freight structure. Generally, the ates contained in 
existing freight tariffs are not the heterogeneous con- 
glomeration which the unitiated might assume, 

Rate making is not an exact science. As a price 
for service changes take place daily within the structure, 
influenced principally by new traffic conditions, indus- 
trial developments, and competition. Since the commence- 
ment of railways in Canada there have existed trans- 
portation problems related to a considerable degree to 
national policies and such geographical characteristics 
as topography, climate, and water routes. 

The establishment of individual rates might involve 
in some instances a degree of trading but the railways, 
in reaching a decision, evidently take into consideration, 
amont other CRA tee the traffic will bear, the cost 
of service, the value of the service, competition of other 
carriers, the relationship of a particular rate to others 
within the structure, the possible effect of an otherwise 
justifiable rate reduction between two points upon the 
total system revenue if pressure might necessitate an 
extension of corresponding adjustments to a larger volume 
Beas erent ee Sk ee 


modity, whether commodity requires extra service, 
ee peokeed and protection of commodity, prospects 


of return traffic.etc. 
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of traffic, and the requirements of the Railway Act or 
other controlling legislation. 

Classification is fundamental to rate making. 

It is simply a grouping into a limited number of classes 
of all the commodities that may be tendered for transpor- 
tation. 

The Intercolonial, when completed in 1876, evidently 
adopted as the basis for its classifications the four 
ratings as contained in the Grand Trunk Rate Book of 
1874. However, some of the Intercolonial ratings were 
lower, reflecting Government policy in connection with 
the rate structure on the Pe a As other rail- 
roads opened for operation during this period it soon 
became apparent that a joint classification was necessary. 
Pursuant to a study of the situation by representatives of 
interested railroads the first joint classification was 
issued, effective ei January lst, 1884. The new pub- 
lication contained ten classes instead of four which 
generally had prevailed. It was immediately eee ce: by 


the Intercolonial on "through Canadian traffic". 


(84) Study of R.A.C.Henry and Associates for Sirois 
Commission, p. 78. 

(85) The joint classification was complemented by the 
issuance of a tariff of standard mileage rates 
in Quebec and Ontario on the same date. This 
tariff constituted a compromise of rates that 
hag been assessed by the different railways that 
were parties to the new scale. See publication 
"H4story of Freight Rates in the Provinces of 


Ontario and Quebec - Grand Trunk Railway System" 


published October lst, 1912, ------ 
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Sr SnE Pe Mr.Matheson 
I have a copy of this available, Mr .Chairman ; 
a] ts On my own historical file. Tf gathered from the 
libraries that the railways may havo a copy available -- 
no doubt they have -- but if you would like to have a 
copy for your studies I could lend you ours; subject. to 
return at due date, 
(footnote 85 continues): 
---The following statement on page 2 of this publicat- 
Lon is also worthy of note: "At the time of the ess 
tablishment of this basis, low as it was, it was a 
matter of past experience that it would have been too 
high to enable traffic to move freely by rail from 
Montreal in competition with water routes via the 
po sawewrence River, Leake Ontario, etc., and with ¢ci- 
rect importations via Atlantic seaboard ports; conse- 
quently, in order to secure 4 reasonable, share of tue 
traffic..." and "to protect Montreal merchants and 
manufacturers, special tariffs, class and commodity, 
were published from Montreal on still lower figures." 
Reference is also made in the same publication to 
special class rates lower than the compromise scale 
which rates later became known as "Town Tariffs". 
However, it was not until December 3rd, 1889, that the 
Intercolonial applied the uniform classification LOCeiLy.. 
Adjustments necessary to meet special local conditions or to 
comply with government policy were accomplished by sub- 
stituting individual rates or groups of rates for lower 
classifications. The rates which make up the present structure 
consist of standard class, special class, commodity (includ- 


ing mileage, special point to point tolls, competitive and 


otherwise), agreed chames 48 authorized under Part 5 ef the 
“4 


Transport Act, and so-called statutory rates provided by 


the Maritime Freight Rates Act (including the 
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different types of rates designated) and sub-section 

5 of Section 325 of the Railway Act. Standard class 

and agreed charges require specific approval of the 

Board of Transport Commissioners. All other rates pub- 
lished by the carriers are merely filed with the Board. 
The jurisdiction of the Board in the matter of those 
rates is principally circumscribed within considerations 
respecting reasonableness and discrimination. The Board 
does not initiate rates but, on its own motion or on come 
plaint, can require the carriers to change rates which 
are unlawful, unjustly discriminatory and/or unreasonable. 
Rates that have been prescribed by the Board cannot be 
increased unless it is indicated to the Board's satis«- 
faction that the rates had become unreasonable, unjustly 
discriminatory, or both. Nor can rates established under 
the Maritime Freight Rates Act be increased without com- 
pliance with the Act. 

(b) Before the Maritime Freight Rates Act. 

The primary purpose of this section is not to present 
minutiae of freight rate data, bug rather to emphasize 
from authoritative sources the following: 

1. The freight rate structure in the Maritimes had 

as its basis the rates of the Intercolonial Railway, 

which in turn were predicated on national policy 
and competition. 

2. Before the Board of Railway Commissioners was 

established in 1904 the rates on the Intercolonial 

were partly influenced by the rate policies of 
other railreads, particularly in respect of trafiic 


between Intercolonial points and stations west of 


Montreal, P.Q. 


“- 
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"3. Government policy, as reflected in the rate 

structure, appears to have been reasonably maintained 

until about 1912, 

+. Between 1912 and 1924, in addition to reflecting 

general increases and decreases as prescribed by the 

Board of Railway Commissioners, the Maritime rate 

structure was subjected to a "levelling-up" process 

so that basically it became equalized, to a consi-e 
derable extent, with the Central Quebec-Ontario 
structure . 
While the Intercolonial, in its first published tariff 
of 1876, adoptec the pattern of the Grand Trunk Rate Book 
the rates and even some of the classifications, were 
(86) 
TOWwer 

4s the pres@nt 6Canadian rate structure evolved 
the Intercolonial reflected the same pattern, although 
the rates continued to be generally lower until the policy 
{nherent in the Intercolonial was altered ‘during the 
"levelling-up" period (1912-'24). Even in the early years 
of the Intercolonial the influere of the rate policies 
of connecting railroads, particularly on through traffic, 
4s evident from the joint Canadian Mileage Freight Tariff 
of January lst, 1884, which contains these statements: 
(86) Study prepared for Sirois Commission, R,A.C.Henry and 

Associates, op. 78 and 84. 

(87) History of Freight Rates inthe Provinces of Ontario 
hee and Quebec, publication of Grand Trunk Railway 


he yt 
ay System, dated October Ist, 1912, p. 6. Note - as 


stated previously it was not until December 3, 1889 
that the Intercolonial adopted the Joint Canadian 
Classification for local appbication in conjunction 


with a standard Mileage Scale lower than the Quebec- 


Ontario Standard Basis. 
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"Adopted by Intercolonial Railway (Through 

Canadian Traffic)", and "Subject to the Canadian 

Joint Freight Classification of January lst, 1884." 

(87) 

The general impression has existed that the short 
shorte-line mileage of the Canadian Pacific Railway between 
Saint John, N.B. and the Central Provinces is the foun- 
dation stone of the rate structure between the Maritimes 
and other parts of Canada «= an impression which un-= 
doubtedly had its genesis in an examination only of the 
me be structure that has evolved in recent, years, This is 
understandable when it is remembered that the C.P.R,, 
unlike the Intercolonial until 1923, has been subject 
to the jurisdiction of the Roard of Railway Commissioners 
since 1904. Before 1923, the Board's considerations of 
rate adjustments involving traffic to and from the 
Maritimes could only be based directly on the regulated 
C.P.R. with its short-line mileage, although indirectly 
the low rate requirement of the Intercolonial continued 
to exert a mollifying influence despite the levelling- 
up process. As the rates of the Intercolonial were 
gradually increased to relate to the Central Quebec- 
Ontario rates, the C.P.R. mileage subsequently emerged 


as a basis in the Board's considerations of the inter- 


territorial structure. 
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The C.P.R. to Saint John was not completed until 
1890, fourteen years after the Intercolonial Railway began 
operations. If the short line railway were the corner- 
Stone of the rate structure between the Maritimes and the 
Central Provinces one would have expected substantial 
reductions in rates when the line was opened to Siint John. 
However, available records do not indicate that such was 
the case. The C.P.R. appears to have adopted the rates 
then in force on the Intercolonial and its connections 
between the Maritimes and the Central Provinces. This 
fact is illustrated in the subjoined table of first class 
rates between Saint John, N.B., and Toronto, Ont. 

TABLE 7 (88) 
FIRST CLASS - RATES IN CENTS PER 100 LBS_ 


Westbound Eastbound _ 


December 13, 1882 80 90 
February 2, 1885 ve 90 
September 1, 1890 72 84 
November 2, 1890 fh 84 
June 22, 1891 To 80 
November 2, 1891 he 80 
April 29 1896 60 80 
May 14 1900 64 70 


Incidentally, I might direct attention to the 
fact that the westbound rates are lower in those years. 
as stated there, than the eastbound rates. 


The compelling influence of the necessary 


(88) Source, Canadian National Railways, based on 
historical records. 
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rate structure of the Intercolonial on the short line was 
recognized by the Board of Railway Commissioners in a 
number of its judgments, For example, in the Western 
Rate Case the Board, in referring to the revenue of the 
Paresh, 1.6 the Atlantic Division, stated: 
"The rates in the Maritime Provinces are low, not 
only as a result of water competition, but also as a 
result of rates obtaining on the Intercolonial, whose 
operations have largely resulted in deficits," (89) 
THE CHAIRMAN: Q. Pardon me; what year was the 
western rate case? 
A 1914, if my memory serves me correctly, sir. 
Reference may also be had to the judgment of the 
Board of Railway Commissioners in 1916 in the so-called 
Bastern Rate Case, where one finds the following Significant 
Statement respecting low rates on lumber: 
"But it is certain that the Intercolonial was 
constrained to arrange these rates in order to get 
its lumber traffic into Ontario at all." (90) 
In the latter case the Board, in its considerations 


of proposed erase! reviewed the through rate 


89 ieee (De Los cae. ts 163 and 164. 
90 Ate ie cl Oo 5. Die 5 suse ig ee ie 
91 An increase of 4 cents per 100 lbs., 1st class (with 


appropriate scaling for other classes) was authorized 
between Saint John and Montreal (including related 
territory) and an increase of 6 cents per 100 lbs, 
lst class was prescribed by the Board between Saint 
John and Toronto (including related territory). 
The railways had asked for 4 cents and 10 cents 
Feapectively, VI. 1J.0.R. & Rey pps 160, 162, 
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structure between the Maritimes and the Central Provinces. 
Nowhere is it stated that the short line mileage of the 
C.P.R. was controlling. The only reference to the influ- 
ence of short line mileage was to the National Transcon- 
tinental in holding down C.P.R. rates in northern New 
Brunswick to the Saint John level, Indeed,in a further 
review of the through rate structure between the Maritimes 
and stations west of Montreal in the 1922 Reductions Case, 
the Board observed that: 

“Following the opening of the all-rail route, 
the rates between Maritime Province points and 
territory west of Montreal were’ constructed by the 
addition to the Montreal rate of a scale of 
arbitraries, 

"This system of rate making between the terri- 
tories in question was in effect long before the 
creation of the Board and has since been carefully 
considered, particularly in the Eastern Rates Case 


ir tL 96 it is an integral part of the whole 


class rate structure in Eastern Canada and could 
not be changed without involving disturbance of the 
entire rate fabric in this territory." (92) 
In the 1922 Case, however, mileage of the C.P.R. 
was used to determine the adjustment prescribed by the 
Board between the Maritimes and Western Canada. For that 
matter, the short line mileage of the unregulated N,T.R. 


could also have been used from N.B. points along the 


Saint John Valley to obtain almost the same result. 
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THE CHAIRMAN: Q. What is the N.T.R.? 
A The National Transcontinental line from Moncton 

to Diamond Junction. 

MR. FRAWLEY: Q. Moncton to Diamond Junction? 

A That is right. That is in so far as the Eastern 

Lines are concerned. That is what I have reference to, 

The Board pointed out that its jurisdiction did 
not apply over the Intercolonial or the N.7.R., and if the 
principle based on the C.P.R, mileage were adopted on 
those roads "Moncton would naturally take the same abritrary 
over Quebec rates as Saint John, N,B,, takes over Montreal 
Beast While the Board in this decision does make 
specific reference to the "advantage of the short line 
constructive mileage" of the C.P.R. itcould only have refer- 
ence to the principle incidental to the arbitraries 
relating to Western Canadian points which were the only 
ones subject to adjustment, and which, on the basis of the 
C.P.R. mileage, were found to be out of line with the 
arbitraries between Central and Western Canada. 

In the other general rate cases considered by the 
Board between 1916 and 1922 Maritime rates were generally 
considered "en masse." The adjustments prescribed by the 
Board in the period 1916 to 1922 inclusive were adopted 
as if the operation of the Intercolonial and the other 
Canadian Government Railways were directly subject to the 
Board's j risdiction. The Intercolonial, to all intents 


and purposes, was gradually being commercialized in further- 


ance of the policy tinstituted in 1912. 
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It is patent from the adjustments effected by the 
Intercolonial in the period 1912 to 1922 inclusive, on 
its own motion or in conformity with orders of the Board 
of Railway Commissioners concerning regulated railroads, 
why there developed a misconception regarding the basic 
influence of the short line mileage of the C.P.R. on 
er cuen rates between the Maritimes and the Central 


Provinces, and why the short line mileage came to be 


treated as an important factor 


Pafe 3479 follows 
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in the Maritime rate structure. The more compelling 
influence of the conditions inherent in the construction 
and operation of the Intercolonial was either overlooked 

oP eenored completely. The change in policy of the 
Intercolonial Railway, and its adoption of rate changes 
euchorized by the Board of Railway Commissioners in the 
P-ciod 1912 vo 1022 inclusive are revealed in the sun joined 
Gable of adjustments effected in the first class rates from 


Soe conn Noo, vO Montreal, P.Q.% 


(94) 
_TABLE 8 


PERG? CLASS "RATES IN CHNTS PER 100 Ips: 
SAINT JOHN, N.B., TO MONTREAL, F.Q. 


% Incr. % 1912 


Date Rate or Decr. Rates Basis for Adjustment 

May 14, 1912 48 100 . 

Moy 15, 290 Te By f12.5 112.5 Commercializing opera 
GaRen s 


Dec, b, 2916 58 £7 120.8 Eastern Rates Case - 
Board's General Order 
owiee 
15% Case. Board's 
General Orders 212 and 
Sr 
2 es. T7220 25% Case. Order an 
ae ter ce , ay Counei" Pes ..0663,,00 aly 
BT ee ts 
Sept. es, L9e0 - 116 £397 241.7 40% Case. Board's Gener- 
al Order 308. Z 
ee Heo) 2 ReGUCTAOn Le. 55 eee 
Me a ce a Sept. d2y 2920... Boers. 
General Order oe 
Dees ) a Tea 216.6 Reduction to 25% over 
oe aa ; Sept. 12, 1920. Board's 
General Order 350. 


Mar.15, 1918 
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MR, FRAWLEY: Q. What do you mean by the 
expression, "Commercializing operation"? 

A It was on a paying basis. It was not to be oper- 
ated in connection with the national policy. In other 
words, it was to be operated as if it was a private com- 
Dany, end so on, 

MR. O'DONNELL: That is your conclusion. 

THE CHAIRMAN: Q. You say the commercialization 
of the system began in 1912? 

A ae ws: Caen SY, 

Q From that time onthe attempt was to make it pay 
its way? 

A Thay iS he answer. 

MR. O'DONNELL: That is your conclusion? 

THE WITNESS: That is my conclusion. 

THE CHAIRMAN: I think this would be an appropriate 
place to adjourn. Before we adjourn, Mr. Covert, we have 
here the preamble to the Maritime Freight Rates Act. I 
fake 1¢ thet is a matter of some importance. 1 should 
like to see this put in some place where it. will be easily 
found. 

MR. COVERT: We can put it in as an exhibit. I 
think that is probably as good a place as any to put it 
By its Widd be Exhibit 46. 

EXHIBIT No. 46: Preamble to Maritime Freight 
a are Rates .ct as originally 
passed. 


THE CHAIRMAN: We will adjourn until 10.30 


tomorrow morning. 


---The Commission adjourned at 4,40 p.m. to resume on 
Wednesday, July 13, 1949, at 10.30 a.m. 
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